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Hochtief invited 
to bid for big 
UK rail project 

Britain bas privately invited a leading German 
contractor to form a consortium to compete for 
the contract to build the £2bn-£3bn (S3bn-S4.5bn) 
high-speed rail link connecting the Channel tunnel 
with London. 

The approach to Hochtief - the contractor respon- 
sible for building the Bosphorus Bridge - 
suggests the UK government is unhappy with 
the quality of companies which have expressed 
interest so far. It also suggests the UK is so eager 
to transfer responsibility for the link to the private 
sector that it is reads' to award the work to conti- 
nental European contractors with greater financial 
muscle. Page 10; UK spending cuts put rail sell-off 
at risk, Page 5 

Bank of England warns on inflation: UK 

prospects for an increase in taxes strengthened 
after the Bank of England warned that the chances 
of Britain's maintaining its improved inflation 
record could be jeopardised by spiralling govern- 
ment borrowing. Page 10; Editorial Comment. 

Page 9: Lex. Page 10 

Nafta uncertain: The future of the North 
American Free Trade Agreement is uncertain, 
pending decisions by the US. Canada and Mexico 
on a handful of politically sensitive side deals 
on labour and the environment. Page 10; Mexico 
changes its tune on treaty. Page 4 

Franc under pressure against D-Mark: 

The French franc had 
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another difficult day 
as currency traders 
continued to question 
France's very gradual 
approach to cutting 
official interest rates. 

It lost more than a 
centime against the 
D-Mark in active morn- 
ing trading, and despite 
attempts to rally during 
the afternoon, dosed 
in London at FFr3.521 against the D-Mark after 
Monday's close of FFr3.507. Traders did not think 
pressure on the franc was likely to ease in the 
near future, even if the French opt for faster, 
more significant interest rate cuts. Currencies, 

Page 26; French call to keep monetary union 
timetable. Page 2 

British Airways reaffirmed its position as one 
of the strongest carriers in the world as first quar- 
ter figures showed operating profits at ElOSm 
up from £9t»m in the first quarter of 1992. 
in spite of continuing price wars in the industry. 
Page 15; Austrian Airlines delays alliance decision. 
Page 12; Fokker results, Page 12 

S African regional powers: The second draft 
of an outline multiracial constitution for South 
Africa was published, providing a more detailed 
view of the powers of regions within a future 
federal state. Page 3 

Ferruzzf Finanziaria, Italy’s second-biggest 
private sector company, has revised its losses 
for the firs: five months or this year to Ll,165bn 
($724.P5m;. more than double the previous figure, 
reflecting the impact of allegations of cover-ups 
of earlier undisclosed losses and large-scale bribes 
to Italy's main political parties. Page 11; ‘Mother 
of ail bribes' produces first brood, Page 2 

Dresdner Bank, second-largest Gennany 
commercial bank, saw a 14 per cent rise in half-year 
group operating profits to DM936m ($544m) after 
a big rise in loan risk provisions. Page 12; Banes to 
capital raising breaks Spanish records, Page 
11 

Palestinian peace wrangle widens; 

Discussions in Tunis between Palestinian leaders 
over peace talks with Israel, widened to include 
the entire negotiating delegation and most of 
the Palestine Liberation Organisation’s executive 
committee, said officials of the PLO. Page 3 

Brazil privatisation delay: The Brazilian 
government has postponed privatisation of the 
loss-making Cosipa steel mill for the third time. 

Page 4 

Procter & Gamble, US consumer products 
group, reported that the costs of a large restructur- 
ing programme announced last month, and other 
large one-off charges, helped P&G to 
an after-tax loss of $656m in its latest financial 
year. Page 11 

Turkish union pay challenge: Turkey's 
leading union, representing some 550.000 workers 
in public sector industries, is to strike from August 
25 in a challenge to the pay restraint policies 
of Tansu Ciller, the new prime minister. Page 2 
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Hosokawa stakes leadership on political reforms 


By Robert Thomson in Tokyo 

MR Morihiro Hosokawa, Japan's 
new prime minister, yesterday 
indicated that he was ready to 
resign if his seven-party coalition 
government failed to implement 
promised political reforms by the 
end of the year. 

In his first press conference as 
prime minister, Mr Hosokawa 
was blunt in answering ques- 
tions, providing a stark contrast 
to the often rambling and unin- 
telligible replies proffered by 
leaders of previous Liberal Demo- 
cratic party governments. The 


LDP Las just lost office after gov- 
erning for 38 years. 

But the substance of his 
answers was not very different. 
Mr Hosokawa promised to take 
Tull responsibility” if plans to 
overhaul the electoral system 
were not realised this year - an 
answer which, in Japan, means 
he (s willing to resign. 

The coalition's priority is to 
replace a corruption-prone 
multi-seat constituency system 
with a combination of single 
seats and proportional represen- 
tation . The parties have also 
promised to Introduce a ban on 


corporate political donations. 

Explaining that there should be 
some continuity, Mr Hosokawa 
was irritated by suggestions that 
his coalition's cabinet, dominated 
by ex-LDP politicians, was the 
LDP in disguise: “There Is a clear 
difference in the way we will do 
things. We are not the same.” 

One difference was in the con- 
duct of the press conference. Mr 
Hosokawa preferred to stand 
rather than sit in the velvet chair 
preferred by his predecessor, Mr 
Kilchi SSiyazawa, and he 
appeared without his parliamen- 
tary badge on his lapeL 


Lapel badges are worn by Japa- 
nese workers to indicate corpo- 
rate loyalty, but Mr Hosokawa 
has suggested that he dislikes the 
creation of status distinction 
through badges. When asked yes- 
terday why his lapel was bare, be 
said it was not his habit to wear 
the badge outside parliament 
Mr Hosokawa stated clearly 
that Japan was the aggressor in 
the second world war, and said 
the country was still hoping for a 
settlement with Russia over the 
disputed Kurile Islands, occupied 
by Soviet troops at the end of the 
war. Japan, he said, would con- 


tinue to provide "appropriate" 
aid to Moscow. 

On trade relations with the US, 
he said the setting of numerical 
targets for market share, as 
Washington has requested, was a 
violation of market principles, 
but he conceded that the large 
trade surplus concerns the new 
government, which will attempt 
to improve market access. 

He said the government was 
considering a review of budget- 
ary procedure, which, he consid- 
ers "rigid 1 *, and wanted to 
increase spending that "will 
improve the quality of people's 


life". It was unclear whether be 
was talking about the budget for 
the year beginning in April 
In handling issues of policy 
conflict between the conservative 
coalition members and the left- 
leaning Social Democratic party, 
Mr Hosokawa was brief but 
unclear. -For example, he said a 
rice market opening, opposed by 
the SDP, was banned by a parlia- 
mentary resolution, but did not 
say if he planned to amend that 
resolution. 

Machinery orders reduce 
recovery hopes. Page 3 


Export-led 
recovery in 
Germany 
is forecast 


By Quentin Peel in Bonn 

AN EXPORT-LED revival of the 
German economy next year was 
forecast yesterday by Mr GOnter 
Resrodt. the country’s economics 
minister, in spite of the strength 
of the D-Mark in the European 
monetary system. 

Most economic indicators 
suggested the sharpest downturn 
in the German economy since the 
second world war bad bottomed 
out and a gradual recovery was 
likely for the rest of the year, Mr 
Resrodt said. 

He forecast growth of 1.5 per 
cent for west German gross 
domestic product in 1994. com- 
pared with a decline of the same 
amount this year. 

He warned that unemployment 
was likely to keep rising in Ger- 
many to 4m by the end of the 
year, with a further increase in 
1994. But he rejected calls for an 
expansion of job-creation 
schemes in east and west Ger- 
many. 

While expressing some concern 
about the revaluation of the Ger- 
man currency against other 
European Community currencies 
over the past year, he insisted 
that the problem should not be 
"over-dramatised 

He calculated the effect of the 
currency turmoil in Europe of 
the past year as an effective 
revaluation of the D-Mark by 8 
per cent against other EC curren- 
cies, and 11 per cent against all 
the currencies of the EC and 
member states of the European 
Free Trade Association put 
together. 

At the same time, the revalua- 
tion meant cheaper imports, and 
the D-Mark had moved in the 
opposite direction against both 
the dollar and the yen - by 13 per 
cent and 25 per cent respectively. 

Mr Rexrodt said the recent 
upwards movement of the 


D-Mark in the currency markets 
was largely based on speculative 
money movements, and be dis- 
counted big changes in European 
exchange rate differentials over 
the longer term. 

His cautiously optimistic view 
was presented in a traditional 
summer assessment of German 
economic prospects by the Eco- 
nomics Ministry. He forecast that 
the inflation rate, currently run- 
ning at an annual 4.3 per cent in 
west Germany, would decrease to 
.4 per cent by the end of the year, 
and decline further in 1994 - in 
spite of a sharp increase in oil 
taxation next year. 

"The downward path of the 
economy has come to a halt," he 
said, citing both reviving busi- 
ness confidence, and the recovery 
of demand for German exports. 
He admitted that domestic indus- 
trial demand, particularly for 
investment goods, was still 
depressed. 

He predicted a much sharper 
recovery of 5 per cent in east 
Germany in the current year, 
accelerating to 6.5 per cent in 
1994, but not a genuinely self-sus- 
taining growth rate. 

Construction, the communica- 
tions industry’ and vehicle manu- 
facturing were all eastern growth 
sectors, although the manufac- 
turing industry was still in 
severe difficulty. 

In spite of rising unemploy- 
ment, Mr Rexrodt criticised the 
extent of job-creation schemes In 
east and west Gennany, as a pos- 
itive incentive for employers to 
scrap genuine jobs. 

“Job creation schemes are no 
alternative to [the creation of] 
new competitive jobs on the regu- 
lar labour market," he said. 

More than 220,000 are involved 
in such schemes in the east, and 
44,000 in the west under which 
they earn wages based on their 
former pay packets. 


Bosnian Serb leader says Nato attacks would destroy peace talks 

Karadzic 
warns of 
war if air 


strikes 
go ahead 

By Laura Silber in Geneva and 
Gillian Tett in London 

BOSNIAN SERB leader Mr 
Radovan Karadzic yesterday said 
Nato air strikes against Seri) tar- 
gets could unleash an all-out war 
which would leave his Moslem 
rivals with no territory. 

"If a single bomb strikes a Ser- 
bian position, there would be no 
more talks. We would have an 
all-out war and catastrophe," he 
said. 

“The attack would trigger a 
huge battle, and chaos. There 
would be tremendous suffering 
on all three sides.” 

"I would probably lose control 
of the centrai [army] command," 
he added in an apparent attempt 
to play on the fears of Britain, 
France and Canada whose United 
Nations troops on the ground 
could face retaliation by Serb 
forces. 

His comments came in an 
interview after international 
mediators Lord Owen and Thor- 
vald Stoltenberg had postponed 
talks because Serb forces had not 
withdrawn from strategic Mount 
Igman. west of Sarajevo. 

But as Nato finalised its mili- 
tary preparations for any possi- 
ble air strikes, after its meeting 
on Monday which approved the 
logistics for strikes, officials 
admitted action was unlikely in 
the next couple of days. 

Before any strikes can start, 
the UN, Nato or a member of the 
alliance must make a specific 
appeal for action, which must 
then receive final authorisation 
from Mr Boutros Boutros Gbali, 
UN secretary general 

American officials yesterday 
said they would be pushing for 
Mr Boutros Ghali to approve 
action quickly, amid suspicions 
that its European allies still 
lacked the political will to press 
ahead with the strikes. 

But Mr Karadzic, speaking in 
Geneva, denounced as "abso- 
lutely irresponsible" western 
threats to launch air strikes. He 


UK equity market 
hit by BOC profit warning 


By Tony Jackson 

THE LONDON equity market's 
euphoria over world economic 
recovery was dampened yester- 
day by a profits warning from the 
BOC Group, the UK-based indus- 
trial gases giant. 

BOC described the world eco- 
nomic environment as "disap- 
pointing” and said Us profits 
would be slightly down for the 
year to September 30. despite 
help from the fell in sterling. Its 
shares fell 9 per cent in heavy 
trading. 

The industrial gases industry’, 
which supplies such basic gases 
such as oxygen and nitrogen to 
manufacturing and construction 
companies, is seen as a reliable 
indicator of economic activity. 


■ Lex Page 10 

■ BOC results Page 17 

■ London stock exchange 

report Page 19 

BOC is the world's fourth largest 
gases company, and the bulk of 
its sales are made outside the 
UK. 

The company, where Mr Pat- 
rick Rich has been chief execu- 
tive since January 1992. said prof- 
its in the first nine months of the 
current financial year bad risen 
by -i per cent 

It added: “The US recovery In 
the last few months has slowed, 
recovery in Australia has stalled, 
the Japanese economy is still 
affected by policy paralysis and. 


while the UK shows recovery, its 
focus seems to be on sectors 
which have so far had 
relatively little impact on gas 
demand". 

BOC said that whereas there 
was growth in sales to the food 
and drink industries, there was 
still depressed demand for gas 
cylinders in such basic industries 
as cutting, welding, metal fabri- 
cation and construction. 

Commenting on the share price 
reaction, the company said "the 
market has the bit between its 
teeth on economic recovery, and 
people have been disappointed by 
what they see as the rather 
gloomy tone of our statement 

Continued on PagelO 
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Bosnian Serb leader Radovan Karadzic; west’s threats to launch air strikes are ‘absolutely irresponsible’ 


i If a single bomb strikes 
a Serbian position, there 
would be no more talks. 
We would have an all-out 
war and catastrophe y 

- Radovan Karadzic 

said it encouraged Bosnia's Presi- 
dent Ali/a Izetbegovic to bold out 
for military intervention and 
derail talks on the republic’s eth- 
nic partition. 

Mr Izetbegovic has refused to 
return to the negotiating table 
with Serb and Croat adversaries 
until Serb twees complete their 


pull out He yesterday said he 
would return to negotiations 
today if the Serbs completed 
their withdrawal from mountains 
around Sarajevo. 

He appears to be waiting to see 
whether Nato will now push 
ahead with the air strikes. He 
yesterday criticised Lord Owen 
for his cautious response to 
Nato's threat 

“I am not satisfied with Owen's 
statement on zsr strikes. In this 
way they ftbe mediators] are sup- 
porting the other side. This is 
counter productive,” ha said. 

An angry Mr Karadzic warned: 
"If Izetbegovic continues to sabo- 
tage the talks, he will lose every- 
thing.” ■ ■ . 

It was undear if Mr Karadzic 


bad followed up a request from 
Lord Owen yesterday morning to 
order Bosnian Serb commander 
General Hatko Mladic to speed up 
the withdrawal of troops from a 
key area overlooking the 
besieged Sarajevo. 

Earlier in the day two delega- 
tions from the UN peacekeeping 
forces in Sarajevo visited the 
mountain to assess the Serb with- 
drawal 

Bat UN commander Barry 
Frewer in Sarajevo said the Serb 
army had not yet complied with 
its pledge to pull back from 
Mount Igman, which is crucial to 
the mainly Moslem Bosnian army 
because of a military supply 
route. 
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SOMEHOW RUPERT SENSED A NEW ATMOSPHERE 
IN THE DEALING ROOM AFTER THE . 
5PARC5TATJONS WERE INSTALLED 


Sun's high-performance, low-cost computing solutions ore creating 
a new atmosphere in the City. To Bud out more about our range of workstations 
and servecs, call us on 0800 661 177 and ask for our information pack, which 
also includes a set of the cartoons from this series of advertisings 
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NEWS: EUROPE 


Hungarian funds suffer from Washington politics Branson 


M R Jacques Attali can take 
comfort: he Is not the only 
casualty of controversy 
surrounding assistance to eastern 
Europe. 

Accusations of excessive spending 
and wayward management have also 
dogged the Hungarfan-American 
Enterprise Fund fHAEF), the S60m 
fund set up by the US government in 
1989 to nourish Hungary's embry- 
onic private sector. 

This week, after a long pursuit, 
tlie critics claimed the scalp of the 
HAEF's president. Mr Alexander 
Tomlinson, former r-hairmari of US 
investment bank First Boston. 

Mr Tomlinson resigned on Monday 
citing “political interference" and a 
freeze of allocations by the US Con- 
gress which had “paralysed" the 
HAEF’s operations. 

The resignation comes in the wake 
of a critical congressional review of 
the HAEF. The House Appropria- 
tions Committee declared In the 
June report it was “outraged’' at the 
activities of the HAEF and had “lost 


Nicholas Denton looks at the background to congressional censure of 
an enterprise fund whose independence was seen to be excessive 


confidence" in its leadership. 

The target of censure is the 
HAEF’s investment of 94m In 
Eur America Capital Corporation and 
acquiescence in annual salaries of 
nearly 9400,000 for the young execu- 
tives heading up the Budapest-based 
merchant bank. 

Defenders of two funds say that 
their autonomy is the real Issue and 
that Eur America has merely pro- 
vided an excuse for Congressional 
overseers and the foreign aid 
bureaucracy to reassert their 
infringed authority. 

As the European Bank for Recon- 
struction and Development argued 
that marble hallways were standard 
for a bank headquarters, the HAEF 
holds that Eur Am erica counts as a 
private business and must pay its 
managers the going rate for invest- 
ment bankers. • 


Mr Tomlinson maintained in his 
resignation letter that Eur America 
was moving into operating profit 
and that fees were covering 'the con- 
troversial salaries. 

But critics contend that compensa- 
tion has been excessive and violate 
US government guidelines. Some 
also question the investment bank- 
ing credentials of Mr Marc Holtz- 
man. Eur America’s president and 
manag in g director. 

Mr Holtzman’s ciaijn to fame is his 
earlier incarnation as self-styled 
“mascot of the Reagan administra- 
tion". At 20. he ran Reagan’s i960 
presidential campaign in his native 
Pennsylvania and ran as a Republi- 
can for the House of Representatives 
in 1986 as the youngest and best- 
funded congressional candidate. 

As the Reaganite tide ebbed. Mr 
Holtzman embarked on a business 


career In central-eastern Europe and 
last year he and two partners estab- 
lished Eur America. 

Mr Holtzman's talent for broker- 
ing connections, honed in US poli- 
tics, has proved valuable In doing 
business in Hungary, where It is 
truer than usual that who you know 
counts as much as what you know. 

But the half-dozen US enterprise 
funds for eastern Europe are Bush 
administration creations and the top 
executives generally have a Republi- 
can background. This being the case 
with Mr Holtzman. the damag in g if 
weakly founded suggestion has been 
prompted that political connections, 
rather than business expertise, 
helped him win the HAEF's backing. 

Whether or not the HAEF's invest- 
ment in Eur America was good busi- 
ness. it Is clear with hindsi ght that 
the decision invited political attack. 


“Eur America really was a juicy tar- 
get." says one US diplomat, who 
says it provided a “handle" for con- 
gressional attempts to limit the inde- 
pendence of the funds. 

The HAEF is no stranger to politi- 
cal accidents. Soon after its founda- 
tion it ran into flak for investing in 
businesses headed by prominent for- 
mer communists. The HAEF's 
actions also contributed to the down- 
fall last month of Mr Pal Teleki, the 
Hungarian-American chairman of 
Hungary's state holding company 
AVRT. 

Mr Telaki was weakened by reve- 
lations that he was receiving a hid- 
den salary top-up of $130,000 from 
the HAEF. The HAEF and the Hun- 
garian government justified the pay- 
ments as the price of attracting Mr 
Teleki to head the AV RT when he 
would have been unable to meet 


French call to 
keep monetary 
union timetable 


By John Ridding tn Paris 

THE European Community 
should respect the timetable 
for achieving monetary union, 
Mr Alain Lamassoure, French 
minister for European affairs, 
said yesterday. He played 
down remarks by Chancellor 
Helmut Kohl that the target 
dates for creating a European 
currency mi g ht need extend- 
ing. 

“Let us keep to the calendar 
that we have together settled 
and on which we are all 
agreed,” Mr Lamassoure said 
in an interview on Europe 1 
radio. 

The German rhanmllnr had 
warned on Monday that strict 
insistence on economic conver- 
gence between EC member 
states could delay the creation 
of a single Eurpean currency 
“by a year or two.” Under the 
Maastricht treaty on European 
union. EC members are to 
introduce a single currency in 
1997 or at the latest by 1999. 

But some French officials 
indicated a flexible stance on 
the timing of monetary union. 
They said that Mr Lamas- 
soure’s comments were mainly 
concerned with the second 
stage of monetary union, 
which involves establishment 


of a European Monetary Insti- 
tute, a precursor to a European 
central bank, and does not 
involve strict convergence tar- 
gets on inflation and budget 
deficits. This stage is due to 
take effect from January l next 
year. 

As to the third and more 
demanding phase of monetary 
union, French officials said 
that, if EC m emb er countries 
had difficulty in achieving the 
economic convergence criteria, 
it might be better to extend the 
timetable than to relax the 
required criteria. 

One French official said that 
the question of the timetable 
for monetary union would be 
discussed by the EC heads of 
government at their special 
s ummi t planned for October. 

Mr Lamassoure denied any 
discord between Bonn and 
Paris and expressed optimism 
about continued progress 
towards European integration. 

“Europe has never made 
progress except through crises. 
Let’s use the crisis to go fur- 
ther.” he said, referring to the 
European currency crisis 
which strained Franco-German 
relations and which forced a 
weakening of links between 
the franc and the D-Mark in 
the exchange rate mechanism. 


NEWS IN BRIEF 


Turkish union in 
wage challenge 

TURKEY’S leading union, representing some 550,000 workers in 
public sector industries such as coal and steel, is to strike from 
August 25 in a direct challenge to the pay restraint policies of 
Mrs Tansu Ciller, the new prime minister, writes John Murray 
Brown in Istanbul. Turk-I§, the country's largest workers' federa- 
tion, is demanding average pay increases of 85 per cent This 
compares with annual inflation of 73 per cent in July, and an 
earlier pay demand of 95 per cent 

Public sector pay restraint is central to Mrs Ciller's efforts to 
bring down the public sector borrowing requirement which is 
projected at around 15 per cent of gross national product in 1993. 
and is the main cause of Turkey's persistently high inflation. Mrs 
Ciller warned earlier that the budget deficit could reach 
TL150,OOObn (£&7bn), three times the target for the year. 

Any failure to curb wage demands will increase operating 
losses of the state sector industries and thus fuel the PSBR. 
However, the prime minister must be wary of alienating union 
support at a time of considerable retrenchment in the state 
industries and ahead of her plans for a large-scale privatisation 
programme. 

Kurds free French hostages 

Kurdish guerrillas released four Frenchmen yesterday after hold- 
ing them hostage in the mountains of southeast Turkey for more 
than two weeks, Reuter reports from Ankara. The four, 
exhausted but apparently in good shape, arrived in Ankara and 
expressed the hope that their Kurdistan Workers' Party (PKK) 
captors would release two remaining tourist hostages - Briton 
David Rowbottom and Tania Miller, who has dual British-Austra- 
lian nationality. 

They were set free on a road between the eastern towns of 
Tatvan and Van soon after midnight near the spot where the 
PKK bad seized them from a tour bus on July 24. A French 
embassy statement said a French government aircraft would fly 
the group home today. 

Romanian coal strike ending 

A coal strike which has brought work to a standstill in the Jiu 
valley, Romania's wain deep mining region, looked to be winding 
down last wight after the government said union leaders had 
softened their pay demands, writes Virginia Harsh In Bucharest. 

The government spokeswoman said the union was demanding 
wages ranging from 87,000 lei (£72) a month up to 281,000 lei 
(£233), including supplements tor nigh t shift, overtime and dan- 
gerous work, compared to the original demand for up to 3a), 000 
lei (£266). 

Discussions were continuing to see if the miners’ proposals 
could be reconciled with an offer of an average wage of 166.000 lei 
in cluding supplements from the RAH, the state-owned company 
which administ ers the region’s 13 mines, she said. 

Azerbaijan to drop rouble 

Azerbaijan wDl abandon the rouble completely on September L 
when its own manat currency becomes sole legal tender in the 
republic. Itar-Tass news agency said yesterday, Reuter reports 
from Moscow. The full exit from the rouble zone was ordered in a 
decree by Mr Suret Guseinov, prime minister. The manat has 
circulated alongside the rouble since its introduction last year. 

in Minsk. Belarus officials are reported to be studying a pro- 
posal from the central bank that would lead to the creation of a 
national currency. 



Bearing the crop: A Russian soldier brings a load of cabbages in from the fields at a farm near Moscow. The government drafts in 
the military to help with the harvest every year. 


Questions remain on Opel data 


By Christopher Parkas 

In Frankfurt 

THE shredding at Volkswagen 
of documents brought to Ger- 
many by Mr Jose fgnacio 
L6pez de Arriortua, the group's 
new production director, has 
left unanswered questions 
about the fate of other data 
missing from Adam Opel, the 
German subsidiary of General 
Motors. 

Mr Dino Martinez, the man 
who compiled the material, 
destroyed during the last week 
in March, dispatched several 
other shipments at the request 
of Mr Ldpez, former global pro- 
curement chief at GM. 


Mr Martinez, described yes- 
terday as Mr Lopez's former 
“handyman” at Opel, has since 
moved and is working for the 
US group in Spain. 

He was the GM employee 
referred to anonymously in a 
VW statement on Monday as 
being responsible for collating 
and posting "magazines, clip- 
pings and correspondence with 
suppliers". The statement did 
not say he was acting on Mr 
Lopez's instructions. 

These items, described by 
VW officials as usual, personal 
office contents, were shredded 
in the group’s guest house in 
Wolfsburg, at Mr Lopez's sug- 
gestion. to prevent any chance 


of “possibly sensitive” material 
being distributed inside VW, 
the German group has said. 

Mr Martinez sent similar 
material in early February to 
Mr Lopez in Detroit 

VW officials said they knew 
nothing more, and could not 
comment on the fate of a fur- 
ther three shipments sent later 
by Mr Martinez, on Mr Ldpez’s 
instructions, to an address in 
northern Spain, Mr Ldpez’s 
birthplace. 

One of these, dispatched on 
February 22. while Mr L6p ez 
was negotiating a contract 
with VW, comprised nine 
boxes and weighed 150kg. 

A further batch of “internal" 


Opel papers, again at the 
request of Mr L6pez, was sent 
to the same Spanish address on 
March 10, the day after be 
signed his contract with VW. 

Mr Ldpez and former GM col- 
leagues, under investigation 
for suspected industrial espio- 
nage, theft and perjury, are 
alleged to have systematically 
plundered GM secrets in the 
period before they left for 
Volkswagen in March. 

Mr L6pez last Friday won 
full support from VWs non-ex- 
ecutive supervisory board, 
which said a thorough investi- 
gation had shown no grounds 
for accusations of industrial 
espionage. 


commitments on his salary. 

But the subsidy fuelled specula- 
tion that Mr Taleki might favour VS 
investors and advisers in the privati- 
sation of the AV RT*s huge portfolio 
of state utilities, banks and indus- 
trial companies. It played to reviving 
public suspicion of a foreign take- 
over of the Hungarian economy. 

The HAEF’s payments to Mr 
Teleki may have broken US rules on 
payments to officials of a foreign 
government But above all, HAEF 
managers were said to have lacked 
“political sensitivity". The phrase 
runs like a thread through the 
affairs which have entangled the 
Hungarian fond. 

The supervisors of the two funds 
and the EBRD are trying to insure 
against a repetition of public rela- 
tions errors. But the authorities 
have to be careful lest they inhibit 
risk-taking in investment decisions. 
“There has to be a tolerance for mis- 
takes," says a US o ffic ia l. “The funds 
ought to be innovative and ought to 
be making mistakes." 


CIA chief 
collects 
body from 
Georgia 

By Leyte Boulton in Moscow 

THE director of the US Central 
Intelligence Agency yesterday 
collected the body of a US dip- 
lomat murdered earlier this 
week tn the republic of Geor- 
gia. The visit to Tbilisi, the 
Georgian capita], by Mr James 
Woolsey, the new CIA direc- 
tor, confirmed reports that the 
murdered man was a CIA 
agent 

Mr Woolsey flew to Tbilisi 
after talks in Moscow frith Mr 
Yevgeny Primakov, his Rus- 
sian counterpart Mr Fred 
Woodruff, described as a US 
political counsellor, was shot 
dead on Sunday night by an 
unknown gunman as he was 
riding in a car driven by the 
personal security chief of the 
Georgian leader, Mr Eduard 

Sf H» VM phl arixp. 

Officials quoted by the New 
York Times said Mr Woodruff 
was one of several people 
known by the Georgian leader- 
ship to be working for the 
CIA. 

No motive has been offi- 
cially advanced far the killing 
however. It may also have 
been a random shooting inci- 
dent in Georgia’s dvfl strife, 
or aimed at Mr Shevardnadze’s 
security chief, or simply to 
embarrass Mr Shevardnadze, 
who is fighting both domestic 
political rivals and separatist 
rebels. 

• The head of Russia’s Secu- 
rity Council, one of the coun- 
try’s top decision-making bod- 
ies, has offered to resign, 
Interfax news agency said yes- 
terday. 

Marshal Yevgeny Shaposhni- 
kov, 51, appointed just two 
months ago, told the agency 
he bad asked President Boris 
Yeltsin to be relieved of his 
duties but gave no reasons. It 
was not immediately clear 
whether his resignation had 
been accepted. 


Haig Simonian reports from Milan on Ferruzzi-Enimont affair 


T HE “mother of all 
bribes” - the Ll35bn 
(£56m) allegedly paid by 
Italy's Ferruzzi group to politi- 
cians during the brief life of 
the public- private Enimont 
chemicals joint venture - is 
spawning its first offspring. 

Last week, Ferruzzi’s new 
management revealed that it 
had taken legal action to freeze 
L500bn in assets of six former 
managers or members of the 
Ferruzzi family. The new man- 
agement, imposed by bank 
creditors earlier this year on 
the highiy-indebted concern, 
warned that the net might be 
widened to include others 
allegedly Involved. 

The temporary sequestra- 
tion. to be examined by a 
Milan court on August 16. is 
the first shot in what may be a 
barrage of legal actions for 
compensation and damages 
regarding Enimont, which was 
dissolved in 1990 with debts of 
lA341bn. 

Ferruzzi’s new bosses have 
presented evidence to a Milan 
court indicating serious finan- 
cial mismanagement, including 
allegations that huge losses 
were covered up. Enimont-re- 
lated kickbacks are believed to 
lie at the heart of the action, 
although the case is also 
thought to embrace alleged 
attempts by former executives 
to cover up US commodity 
trading losses suffered by Fer- 
ruzzi in 1989. 

Enimont’s origins date back 
to the late 1980s, when politi- 
cians and businesmen were 
looking to boost the chemicals 
industry. 

Although at the time Italy 
was one of the western world s 
six biggest economies and 
internationally-competitive in 
cars, computers, and white 
goods, chemicals had always 


‘Mother of all bribes’ 
produces first brood 


been its Achilles heel. 

The post-war chemicals 
industry was fragmented and 
poorly managed. In other Euro- 
pean countries, the industry 
had already been rationalised 
to create a handful of large, 
broadly-based multinationals 
with the resources and market- 
ing clout to prosper in such a 
capital-intensive business. 

By contrast. Italy was handi- 
capped by a multiplicity of 
medium-sized manufacturers 
making too many products in 
too many places. The plants 
they built, frequently with the 
help of state subsidies for the 
economically-depressed south, 
were often ill-conceived, poor- 
ly-located and uncompetitive. 

Enimont was supposed to 
end all that. By combining the 
bulk chemicals assets of the 
state-owned Eni energy and 
chemicals group with Ferruz- 
zi's Montedison chemicals arm. 
Italy would create the world's 
tenth biggest chemicals group. 
With direct access to raw mate- 
rials through Eni. and the 
economies of scale needed to 
make a profit In bulk petro- 
chemcials. the new company 
was supposed to have all the 
ingredients for success. 

The reality was different. 
Rather than combining the 
best of the two partners, Eni- 
mont emerged as in many 
ways an amalgam of the worst 
of the two. The company, with 
its plethora of small, and some- 
times overlapping plants, repli- 
cated the fragmentation of the 


sector as a whole. 

Control was divided evenly 
between Eni and Montedison 
and the remaining 20 per cent 
of the shares were floated. This 
ownership structure, coupled 
with the diametrically opposed 
views of the two partners, par- 
alysed decision-making. 

Leaked testimony from many 
of those involved in the cre- 
ation of Enimont suggests the 


Ferruzzi’s new 
bosses have 
alleged huge 
losses were 
covered up 


company's origins were as 
much linked to boosting the 
funds of various political par- 
ties as to high industrial expec- 
tations. Montedison, which 
was promised huge tax breaks 
to take part, allegedly paid 
Ll5bn to the Christian Demo- 
crat and Socialist parties even 
before Enimont was set up. 
according to leaked testimony. 

By mid- 1990. less than a year 
after its birth, it was clear Eni- 
mont could not survive in its 
present form. Mr Raul fiardini. 
head of Ferruzzi during the 
Enimont affair who committed 
suicide last month, had orches- 
trated a behind-the-scenes blitz 


to buy Enimont shares on the 
stock market to fry to increase 
his voting power in the ven- 
ture; Eni responded with court 
action to freeze the shares; 
decision-making at Enimont 
was further hampered. 

By September. Eni and Mont- 
edison Invoked the complex 
procedure to dissolve the part- 
nership. Soon, after, Rnj paid 
L2,S05bn for Montedison’s 40 
per cent state. 

Magistrates are investigating 
various aspects of the termina- 
tion deal, notably the price, 
which many observers thought 
excessive. According to the 
leaked testimony, Montedison 
allegedly paid about LlOObn in 
kickbacks to many of the polit- 
* leal leaders of the time to 
smooth the transaction and 
win approval for an allegedly 
inflated price. The valuation 
was more than 25 per cent 
higher than the company's 
value at the price before shares 
were frozen. 

The leaked testimony, 
mainly from Mr Giuseppe Gar- 
ofano, formerly Montedison’s 
managing director, suggests 
the company's management 
continued paying bribes on til 
the April 1992 general elec- 
tions. Apparently undeterred 
by the fact that magistrates 
were already on the trail of 
political corruption - then lim- 
ited to local politicians in 
Milan - the company is alleged 
to have paid a farther L7bn to 
the parties In the outgoing 
coalition government 


Milan magistrates are still 
piecing together the details of 
the bribes paid during the 

S Mr Garden! and Mr .Gab- 
Cagliari, Em’s chairman 
at the time, are out of the pic- 
ture after committing suicide. 

However, the sequestration 
order obtained by Ferruzzi's 
•new managment i n clu des three 
senior executives who worked 
for Ferruzzi during the Eni- 
mont saga and two Ferruzzi 
family members who also occu- 
pied senior positions , as well 
as Mr Gardini's heirs. - 
The magistrates,- who have 
already interrogated most of 
those cited in the Ferruzzi 
action, are also questioning 
people from outside the com- 
pany. Sight senior politicians 
have so far been told they are. 
under Investigation. 

Last week, . magistrates 
arrested Mr Alberto Grotti, a 
forms’ deputy chairman of Eni 
during the Rn i rn n w* affair. Mr 1 
Vincenzo Palladino, the deputy. 
chair man of Banca Commer- 
cial e I tali ana, one of Italy's 
most prestigious banks, is also' 
being questioned, as is Mr Ser- 
gio Cusani, a financier associ- 
ated with the Socialist party, 
who allegedly acted as go-be- 
tween in many of the bribes. 

In spite of their diligence, 
the magistrates Investigating 
the “mother of all bribes” may 
not yet have reached the roots 
of the family tree. 

Meanwhile, losses at Eni- 
Ch em , the successor company 
to Eninumt,.have continued to' 
rise, reaching l>l,6601m last 
year. The company's financial 
performance is set to deterio- 
rate because of recession, and. 
continuing political obstacles 
to rationalising its fragmented; 
structure. 

See: Ferruzzi, second section 
front page 


truce m 
battle 
of Paris 

By AHca Ba weth om in Peris 
and Michael SkapMnr 
in London 

VIRGIN, the UK leisure group, 
h?ic agreed to close its Fans 
megastore cm Sundays for the 
rest of the summer. 

Mr Richard Branson, Vir- 
en's founder, said yesterday 
that the store on the Champs- 
Elysfees had derided to suspend 
Sunday opening because it was 
clear that no derision on the 
issue would be taken during 
the summer when ministers 
were an holiday. 

Mr Branson said: "With 
every day that’s gone by we’ve 
been hoping for a response 
from the go v e rnment But the 

government are on holiday and 
they're not responding. August 
is not a good time in France to 
2)e campaig nin g far anything.” 

Mr Branson said the FFrim 
(£110,000) fine imposed on the 
group by a French court last 
week for each Sunday the store 
was open would make trading 
difficult The fine represented 
nearly a third of takings last 
Sunday when about 75,000 peo- 
ple visited the store, he said. 
The fine was reduced from an 
original penalty of FFr4m. 

Mr Branson repeated his 
threat to cancel expansion 
plans in France unless the 
stree was allowed to open cm 
Sunday. The group plans to 
open a further 25 outlets in 
France. 

Mr Patrick Zelnick, chair- 
man of Virgin in France, said 
the derision to suspend Sunday 
opening should be seen, as a 
“peace gesture” to the authori- 
ties. 

"We’ve derided to stop open- 
ing on Sundays to take the 
drama out of the situation," 
said Mr Zelnick, who has for 
the past two years orchestrated 
Virgin’s battle against France's 
ban on Sunday trading which 
dates back to 1906. 

Virgin's decision follows an 
ahnotmeement by Mr Michel 
Gbaud, employment minister, 
to initiate a parliamentary 



mriiaw f B ratmmi; 

Sunday break 

debate in October on Sunday 
trading which could lead to 
Virgin and other stores being 
exempted from the general 
baa 

Virgin has adopted a high 
profile in France in the four 
years since opening toe suc- 
cessful Champs-E tystes store. 
The Sunday tr ading campaig n 
has turned out to be one of Mr 
Zelnick's most successful pro- 
motional, ploys, both in terms 
of generating free publicity for 
toe company and In enhancing 
Virgin’s image as a younger, 
more, fashionable version of 
Fnac, the vast chain of music 
and book shops that has for 
decades 'been the dominant 
force in French leisure retail- 
ing. 

• Mr Branson said yesterday 
that Virgin had been given per- 
mission by the authorities tn 
Barcelona to; open its mega- 
store in the city on Sundays. 
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NEWS: INTERNATIONAL 


Poor machine ? e01 ^ t0 Palestinians widen peace wrangling 


orders r 
Japan’s 


By Gordon Crumb in Tokyo 

MACHINERY orders by the 

fhSIrf 5 * Pp Vafc e sector 
showed a modest increase in 
June compared with May the 
second seasonally adjusted 
improvement in a row But 
a sanst the same month of 1092 
orders suffered their isth suc- 
cessive fen. su<> 

““ figUres W*K»- 
"*“«* are taken as a 
smde to manufacturers’ capital 
spending plans, the Economic 
Planning Agency said earlier 
sipis that orders had bottomed 
out had now receded. 

Machinery orders - exclu- 
ding those placed for ships and 
electricity generation, where 
demand is volatile - showed a 
0.8 per cent month-on-month 
increase in June after a 3.7 per 
cent rise in May. However 
they remained 13.3 per cent 
below their level or a year ear- 
lier. 

A particularly poor April left 
orders for the second quarter 
as a whole down 16.7 per 
compared with the preceding 
three months and 16.0 per cent 
adrift of the same period in 
1992. 

The EPA's third-quarter fore- 
cast is for a 10.2 per cent rise 
from the April-June level - 
continuing a pattern of alter- 
nating quarterly gains and 
losses which set in at the 
beginning of last year. Against 
the three months to last Sept- 
ember. though, it expects a 143 
per cent falL 

Food, agriculture and trans- 
port were the only sectors to 
show increased demand in the 
latest three months. A second 
successive quarterly rise in . 


demand from abroad, which 
makes up around a quarter of 
au public and private orders, is 
to be reversed next 
tune following the latest appre- 
ciation in the yen. The EPA 
also Mid it expected a decline 
in orders from the. domestic 
public sector in" the current 
period. 

Mr Morihiro Hosokawa, the 
new prime minister, told a 
press conference yesterday he 
would seek to ensure the 
implementation of a Yl3-200fan 
($126bn) package of public 
works spending and tax con- 
cessions to stimulate the 
becalmed economy, agreed in 
April by the previous liberal 
Democratic party government 
Outlining the maintenanc e 
of a conservative fiscal policy, 
he said his seven-party coali- 
tion would aim for sustainable 
economic growth driven by 
domestic d emand: 

According to figures yester- 
day from the Bank of Japan, 
outstanding loans by the conn- > 
try’s commercial banks grew 
1 per cent last month, the 
slowest on record. 

Central bank officials said 
this reflected die wariness of 
companies to invest in plant 
and equipment, as well as a 
shift to other forms of financ- 
ing such as commercial paper 
issues. Lending growth was 
likely to remain low, they 
added. 

. The Ministry of International 
Trade and Industry said, mean- 
while, that industrial use of 
electricity in June, a more 
immediate measure of eco- 
nomic activity, was 1.3 per 
cent higher than a year 
eartier. ' 


Sudan objects to 
IMF suspension 


StTDAfThas drificiaad irdfedsfon by the International Monetary 
Fund (IMF) to suspend its voting rights.: saying the move was 
politically motivated. Reate import* -from Khartoum. 

Mr Sapana Jambo. minister for international co-operation, 
quoted by the aHhgaz al-Watani newspaper yesterday, said there 
was no iwbco for the susp en sion. 

The IMF on Friday suspended Sedan's voting rights saying the 
decision was taken because of the country's persistent failure to 
meet its obligations. Sudan’s arrears winch began to pile up since 
1984 amounted to SLSta. ■ ■ 

Split in Taiwanese ruling party 

Taiwan’s ruling Nationalist party formally spilt for the first time 
in more than four decades yesterday when some of the party’s top 
vote-winners broke away and formed a splinter party. Renter 
reports from Taipei. 

The six legislators, including two former ministers, accused the 
party leadership of foiling to haft rampart corruption and drag- 
ging its feet on internal reform, and announced the formation of 
the New party. It is the first fonmd split among the Nationalists 
since they fled to Taiwan after losing the Chinese civil war in 
1949. 

The MPa’ departure has lowered the number of seats the 
Nationalists bold in the 160-member parliament to 96 from 102. 
The opposition Democratic Progressive party (DPP) has 52 seats. 

Tajik forces win control of pass 

Government forces in Tajikistan have won control of a key 
mountain pass from rebels after nine days of intense fighting, 
officials said yesterday, Renter reports from Dushanbe. - 
A Tajik defence ministry spokesman said government troops 
took control of the Hoborabad pass, which links the capital with 
the defiant region of Gorno-Badakhshan to the south-east, after 
rebel forces pulled out late on Monday. A foreign, diplomat in 
Dushanbe said the taking of the pass would allow government 
forces to concentrate on the more serious threats from rebels 
launching attacks from bases in Afghanistan. 

Mr Hidayat Amin Arsalla, Afghanistan’s foreign, minister, 
arrived in the Tajik capital Dushanbe for the first bilateral talks 
since fighting along the border intensified a month ago. 

India urged not to repatriate Tamils 

The US human rights group Asia Watch says in a report released 
today that India should cancel its plan to rwtmt repatriation of 
Sri Lankan Tamil refugees who have ffed their war-ravaged 

homeland, Reuter reports from New Nli _ _ 

It alleges that some Tamils living in Indian i^hgee ramps have 
been coerced into agreeing to return, have no idea what they are 
SSfeSto andWe at risk hum both sides in Sn Lankas 

fi! bidtetoans to repatriate another 7,000 rrtuge^ from «mps in 
ctfiuthem state of Tamil Nadu, starting with a shipload of 
1,200 scheduled to depart from Madras today and heading to the 
east Sri Lankan port of Trin c om al ee. 


toughen 
stance on 
Pyongyang 

By John Burton In Seoul 

SOUTH KOREA yesterday 
indicated that it would adopt a 
' tougher attitude on the North 
Korean, nuclear issue after 
Pyongyang rejected a proposal 
by Seoul to resume talks on 
mutual nuclear inspections. 

“We gave everything we 
could give at the last round of 
North Korea-US high-level 
talks. Now it’s time to show 
Pyongyang what sticks are in 
store,” said Mr Sung-joo, 
the South Korean foreign min- 
ister. 

During its discussions with 
the US last month, North 
Korea was offered Improved 
relations with Washington, and 
the supply of safer light-water 
reactors to replace its 
graphite-moderated ones if it 
accepted full nuclear inspec- 
tions by South Korea and the 
International Atomic Energy 
Agency (IAEA). The IAEA 
wants to examine sites to 
determine if North Korea is 
reprocessing more plutonium 
than it has disclosed, for possi- 
ble use in developing nuclear 
weapons. 

North Korea said on Monday 
that It rejected holding - tflifcg 
with the South through the 
bilateral Joint Nuclear Control 
Commission and instead 
insisted that the dispute about 
Pyongyang’s nuclear pro- 
gramme be linked to a summit 
meeting between the presi- 
dents of tiie two Koreas. 

Seoul refuses the Pyongyang 
demand for a summit, calling 
it “premature’* until the 
nuclear dispute is resolved. 

Both the US and South 
Korea have suggested that 
they may ask the UN Security 
Council to impose economic 
sanctions on North Korea by 
the end of September unless 
Pyongyang shows results in 
talks with the IAEA and South 
Korea on the nuclear issue. 

IAEA inspectors yesterday 
completed maintenance work 
on monitoring equipment 
Installed at North Korea's 
Yongbyon nuclear complex. 

But the IAEA is still barred 
from two nuclear waste sites. 
The IAEA demand to view 
these sites triggered North 
Korea’s announcement last 
March that it was withdraw- 
ing from the nuclear non- 
proliferation treaty, although 
it later suspended the threat- 
ened action after holding talks 
with the US. 


By Julian Ozanne In Tunis 

TALKS between Palestinian 
leaders over how to handle 
peace negotiations with Israel 
widened yesterday as more 
officials flew into Tunis for 
“serious and decisive" discus- 
I sions. 

Officials of the Palestine Lib- 
eration Organisation, which 
has its headquarters in the 
city, said the talks, now involv- 
ing the entire negotiating dele- 
gation and most of the PLO’s 
executive committee, would 
hammer out a fresh negotia- 
ting strategy today. 

At the heart of the crisis - 
prompted by the reported res- 
ignation threat of three top 
Palestinian peace negotiators 
from the Israeli-occupied terri- 
tories - Is the relationship 
between the PLO, led by Mr 
Yassir Arafat, and the negotia- 
ting team drawn form the West 
Bank and Gaza Strip. 


The talks are also focussing 
on divisions over whether 
progress with Israel can be 
made without direct PLO 
involvement and without the 
immediate commencement of 
talks on a final, rather than an 
interim, settlement in the West 
Bank and Gaza Strip. 

Mr Jameel HUal, director of 
the PLO’s information office, 
said the talks were "very seri- 
ous" and addressed the need 
for "one channel of negotia- 
tions by the Palestinian delega- 
tion” and the necessity to 
exclude "non-Palestinian chan- 
nels” - a reference to Egypt. 

The three Palestinian leaders 
- Mrs Hanan Ashrawi. Mr 
Faisal Husseini and Mr Saeb 
Erekat - continued to refuse to 
confirm or deny that they had 
ottered to quit on Sunday 
night. 

But Palestinian officials said 
the three are still upset about 
the way Mr Arafat had under- 


mined their position last week 
by presenting a moderate posi- 
tion paper to the US through 
the Egyptian president without 
prior consultation. 

In the document, which lays 
the framework for an interim 
five-year period of Palestinian 
self-rule, Mr Arafat appears to 
be prepared to concede the 
exclusion of Arab east Jerusa- 
lem from the interim settle- 
ment - a move adamantly 
opposed by Palestinian negoti- 
ators from the occupied territo- 
ries. 

Palestinians suspect Mr Ara- 
fat’s more moderate position 
was made to curry favour with 
Egypt and the US. winch backs 
the exclusion of east Jerusalem 
from the interim agreement, 
and reflects the way the PLO 
leadership in exile has lost 
touch with the situation in the 
territories and is increasingly 
eager to strike a deal 

The Palestinian negotiators 


from the territories believe 
their agreement to such a con- 
cession to Israel would be polit- 
ical suicide, given the growing 
strength of extremists and 
Islamic fundamentalists inside 
the West Bank and Gaza Strip. 
A recent opinion poll found 56 
per cent of Palestinians inter- 
viewed there were against con- 
tinuing the peace talks as pres- 
ently constituted. 

The three Palestinian negoti- 
ators are also frustrated at 
what Mr Hussefru has called 
being a “mailman'’ for Mr Ara- 
fat rather than a full partner in 
the negotiating strategy-. 

Many Palestinians also won- 
der whether Mr Arafat, who is 
concerned about a possible 
alternative Palestinian leader- 
ship during an interim phase, 
is committed to the pro- 
cess or is merely trying to 
ensure continuing deadlock 
as a way of forcing the US 
and Israel to open a direct 


dialogue with the PLO. 

"We are hating a real funda- 
mental debate about strategy 
and the vital role of the US," 
said Mr Bassam Abu Sharif, an 
adviser to Mr Arafat. "Direct 
talks between the PLO and the 
US and the PLO and Israel 
would be a real qualitative 
change in the whole process 
and I think it will happen." 

Palestinians from the territo- 
ries support the inclusion of 
the PLO in the process but 
believe that democratic 
reforms in the liberation move- 
ment must be implemented 
quickly - an issue also being 
discussed in Tunis. 

They also believe the sensi- 
tive issue of east Jerusalem 
should not be decided without 
formal PLO involvement and 
without at least some negotia- 
tions about the final status 
of a Palestinians entity 
after the interim period of 
self-rule. 
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Nigeria urged to 
name civilian 
interim leader 
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Taipei police lead away a Chinese street vendor who earlier had hijacked an Air China Boeing 767 
aircraft to Taiwan. China, which demanded that Taiwan swiftly return the man. has blamed three 
hijackings in four months on Taiwan’s policy of detaining rather than repatriating air pirates. 

UN shuts airstrip in Somalia 


THE United Nations military 
command in Somalia said 
yesterday it was shutting 
an airstrip which it said was 
used by the fugitive warlord. 
General Mohamed Farah 
Aideed, to smuggle arms into 
the country and fight UN 
forces, Reuter reports from 
Mogadishu. 

The decision to close down 


the airstrip 5i)km outside 
the capital, Mogadishu, came 
two days after gunmen 
killed four American UN 
peacekeepers. 

The closure appeared to be 
the first step towards a mili- 
tary crackdown on Gen 
Aideed, whom the UN blames 
for Sunday's attack. 

UN special envoy Jonathan 


Howe, a retired US admiral, 
has said Sunday's attack was 
part of a "terrorist campaign" 
by Gen Aideed. 

Gen Aideed’s faction has 
denied responsibility for the 
US deaths. 

UN sources said no decision 
had been taken yet on how to 
respond to the latest in a series 
of hit-and-run attacks. 


By Michael Holman 
and Agencies 

NIGERIA'S military 
government may be preparing 
to name a civilian as interim 
head of state next week amid 
growing demands for an end to 
army rule. 

Vice-President Augustus 
Aikhomu, speaking on state 
radio, said the committee con- 
sidering the powers and com- 
position of the interim govern- 
ment had recommended that 
the appointee should also be 
chairman of an interim 
national government and 
should be named next week. 
But it remains unclear 
whether effective power will be 
transferred to the civilian 
leader due to be installed by 
August 27. the date President 
Ibrahim Babangida was sup- 
posed to surrender office to an 
elected president. 

Yesterday in Lagos armed 
soldiers were deployed at stra- 
tegic bridges amid fears that a 
planned prorest against the 
military government would 
prompt a renewal of riots that 
have killed dozens of people. 

The Campaign for Democ- 
racy. the coalition that called 
last month's protest against 
Gen Babangida 's decision to 


annul the June 12 presidential 
election, has called on people 
to stay away from work and 
take to the streets from 
tomorrow until Saturday. 

Backing came yesterday 
from a group of retired gener- 
als and prominent civilians, 
led by the ex- mili tary leader, 
retired Gen Olusegun Oba- 
sanjo. "We urge all Nigerians 
to embark upon peaceful and 
□on-violent means of express- 
ing their disapproval. . . if 
Nigeria is to be saved from vio- 
lent upheavals with disastrous 
socio-economic and political 
consequences,” said the Associ- 
ation for Democracy and Good 
Governance. 

Unofficial returns in the 
June poll gave a comfortable 
victory to Mr Moshood Abiola. 
now in Washington lobbying 
for support for his claim to the 
presidency. Lagos. Nigeria's 
commercial capital, voted 
heavily in favour of Mr Abiola 
and any stay-away is likely to 
paralyse the city. 

Businessmen yesterday 
started closing down offices, 
banks and supermarket*. 

However. Mr Aikhomu said 
the military government would 
declare a state of emergency if 
there was a breakdown of law 
and order. 


Road to China is mapped across Laos 

Iain Simpson reports on the opportunities and worries arising from better transport links 
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U NTIL recently, the sin- 
gle biggest foreign 
exchange earner for 
the Laotian government was 
the sale to airline companies of 
permission to fly over the 
country. Now a bridge is being 
built across the Mekong River 
from Thailand that will even- 
tually allow people to drive 
through Laos afl the way to 

Government officials in 
Vientiane, the Laotian capital, 
are anxious to prevent the 
country from becoming a 
bypass on the route between 
south-east Asia and China, or 
what one foreign resident 
referred to as an “Indochina 
truck stop”. But western and 
Asian diplomats in the city say 
Laos could benefit greatly from 
improved transport links with 
its neighbours. 

Today, the country’s largest 
income derives from the sale of 
hydroelectric power to Thai- 
land and trade with Thailand 
is an essential and growing 
sector of the economy. 

The government expects this 
trade to continue to expand, 
particularly after the Mekong 
River bridge linking the two 
countries is completed. The 
bridge, which is being financed 
by a USS30m (£20. lm) grant 
from the Australian govern- 
ment. is scheduled to 
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open In April next year. 

The Thailand-Laos Friend- 
ship Bridge is the first stage In 
a grand scheme to link Thai- 
land by road with China. 
Burma and Vietnam. The idea 
is to upgrade existing north- 
south and east-west routes 
through Laos to ease the flow 
of goods between south-east 
Asia, Vietnam, Burma and 

fThinfl- 

Laotian officials are cautious 
about the scheme, which they 
say could seriously damage the 
domestic economy if it allows 
Chinese goods to flood the 
country. Industrial develop- 
ment has been slow in Laos 
and domestic producers are in 
no position to compete with 
cheap Chinese imports. 

It will be some time before 
the Thafland-China highway 


will be a reality, but work has 
already started on a road to 
carry Laotian goods to the 
Vietnamese coast for export 

Thailand's ambassador to 
Vientiane, Mr Nikhom Tan tern- 
sapya, said Laos should benefit 
greatly from better transport. 
"If Laos can turn itself into an 
effective middleman, it could 
really reap some profit,” he 
said. 

He said the people of Laos 
should be wary of too much 
foreign influence, not only 
from Thailand but also from 
the other four countries which 
border this land-locked nation: 
Burma. China, Vietnam and 
Cambodia. "Laos is a small 
country and has every right to 
fear people might come in and 
exploit their resources; but 
it should not be limited 


only to Thailand," he said. 

Meanwhile. Thai traders are 
becoming increasingly active 
in the Laotian capital, taking 
advantage of the economic 
reforms instituted in the late 
1980s when Laos abandoned a 
commitment to a centrally 
planned socialist economy. 

For now. it is largely a 
one-way trade and Laos’s 
annual exports are still worth 
less than half its imports. 

Thailand is also the biggest 
foreign investor in the country, 
with investments worth S160m 
-at least 40 per cent of the 
total. All eight of the new 


banks being built in Vientiane 
are Thai-owned and there is a 
general sense on the streets of 
the capital that Thai influence 
is pervasive. 

In Vientiane and the other 
towns along the Laotian side of 
the Mekong River, most radios 
and TVs are tuned to the Thai 
channels broadcast from the 
other bank. Cafes and shops 
play Thai pop music and there 
is a growing number of signs 
written in Thai. 

Western diplomats say the 
Laotian government is well 
aware of the need to control 
the flood of Thai economic and 


cultural influences. They also 
say the government's economic 
reforms have been a great suc- 
cess so far and that the domes- 
tic economy is developing 
along sound lines. 

Gross domestic product grew 
by 7 per cent in 1992 and is 
expected to expand at about 
the same rate until the mid- 
1990s. The agricultural sector 
contributes almost 60 per cent 
of GDP but industry and the 
service sector are also growing 
steadily. In June the Interna- 
tional Monetary Fund backed 
the government's economic 
reform progra mm e with a $50m 
loan under its enhanced struc- 
tural adjustment facility. 

Outside the capital, though, 
little is changing for the 85 per 
cent of Laotians who still live 
by subsistence farming. Offi- 
cially, Laos is one of the five 
poorest countries in the world 
with a per capita GDP of just 
over $200 a year. 

However, western diplomats 
say these statistics disguise a 
growing rural economy where 
trade is mostly done by barter 
and does not show up in offi- 
cial figures. Nobody suggests 
Laos is a wealthy country but 
the diplomats say few people 
are living in poverty since the 
government’s economic 
reforms allowed them greater 
access to a market economy. 


New draft details SA regional powers 


By Philip GawKh 
in Johannesburg 

the second draft of an outlaw 
multiracial constitution for 
South Africa was wwefled 

tor day, providing for the first 
time a fairly detaUed new of 
the powers of regions within a 
future federal state- 
The document which follows 
widespread criticism of the 
first draft unveiled two weeks 
aco. goes some way towards 
allaying fears that a future 
central government could nave 
its own way. . 

The government ^National 
Party, Democratic Party and 
Concerned South Afncan^ 

Group (Cosagj f “rtKS 
that the anginal draft onereo 


A South African court yesterday granted bail 
of R30.000 (£6,000) to Mrs Gaye Derby-Lewis, 

one of three whites accused of assassinating 

Mr Chris Hani, the black Communist party 
leader, Reuter reports from Johannesburg. 

Mrs Derby-Lewis, 54, her husband Clive, 
a former right-wing member or parliament, 
and-a Polish immigrant, Mr Janos* Wains, 
are due to stand trial in October for Mr Hart’s 


murder, which triggered violence by blacks 
last April. The ANC denounced the granting 
of bail to Mrs Derby-Lewis, saying it 
underscored suspicions of government racism. 
The application was also opposed by prosecutor 
Mr Gerard Nel, who said he feared she could 
be In danger out of prison. But Rand Supreme 
Court Judge C Plewman said he bad agreed 
with her lawyers where she would live. 


insufficient powers to the 
regions. This deficiency was 
one of the main reasom caus- 
ing f hp mainly Zulu lnkatna 
freedom Party and the right- 
wing Conservative Party to 
withdraw from the talks last 

month. , _ 

Although the latest draft rep- 
resents a considerable change 
on its forerunner, spelling out 


the nature and extent of pow- 
ers regions will exercise, it is 
unlikely to draw Inkatha back 
to negotiations. Concern about 
how a future constituent 
assembly will behave if there 
is disagreement over the final 
form of a constitution has still 
to be addressed. 

The technical committee 
drafting the constitution yes- 


terday sought further guidance 
from negotiators on this point 
Ink at ha's central committee 
■will be reviewing its participa- 
tion in negotiations when it 
meets on Saturday. 

The latest draft says regional 
governments wfll have “exclu- 
sive legislative competences”, 
in 15 different functional areas 
ranging from planning powers 


and service delivery to tourism 
and casinos. These powers may 
not be altered by the national 
government except in accord 
with special circumstances 
identified in the constitution, 
and only to the extent that the 
constitution allows interven- 
tion. 

In the main areas of govern- 
ment such as education, 
health, agriculture and hous- 
ing, regional governments will 
enjoy “concurrent legislative 
competence” with the national 
government. This means, in 
the words of the drafters, that 
the national government can- 
not use its powers to negate 
those of the region. In the 
event of a dispute over powers, 
this will be settled by a court. 


Fighting intensifies around 
two besieged Angolan cities 


ANGOLA'S resurgent civil war 
has intensified, with a new 
rebel push against the besieged 
city of Cuito and government 
attempts to pound into submis- 
sion Unite guerrillas in their 
Huambo stronghold. Reuter 
reports from Luanda. 

The government says 14,000 
people have been killed in the 
seven-month rebel onslaught 
against Cuito. 

If confirmed, the death toll 
would make the battle for the 
city the most deadly of the 
civil war. Unite said yesterday 
it had seized part of Cuito, 
where the government says 
rebel shelling has killed more 


than 200 civilians in the past 
few days. 

Rebel radio, monitored in the 
island state of Sao Tome and 
Principe, said Unite forces had 
smashed a battalion of govern- 
ment soldiers as they forced 
their way into the city on the 
eastern fringe of the central 
highlands. 

The radio claimed govern- 
ment air raids on the nearby 
rebel capital. Huambo. had 
killed more than 200 civilians 
over the past week. 

Unita took control of 
Huambo. Angola’s second city 
with a population of 500.000. in 
March after a siege in which 


an estimated 12,000 people 
were killed. 

Diplomats in Luanda say 
about 2.500 government sol- 
diers and paramilitary police 
are defending Cuito against a 
much larger force of well 
armed Unite troops. 

The rebels and the ruling 
MPLA fPopular Movement for 
the liberation of Angola) gov- 
ernment signed a peace agree- 
ment in 1991 to end the civil 
war. which had been fought 
since 1975. 

But Unita returned to the 
bush after rejecting its defeat 
by the MPLA in supervised 
elections last September. 
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Clinton turns to health after budget bruising 

>rm, writes George Graham 



SERIOUS TIME: The president and bis wife face many problems over the changes they envisage 


The president ha 

P RESIDENT Bill Clinton 
yesterday signed the US 
budget bill, voted 
through Congress by a whisker 
last week. With opinion polls 
showing widespread public dis- 
trust of the budget’s measures, 
White House officials admit 
they have a large marketing 
job to do to win support for the 
package. 

But already the administra- 
tion is preparing for the next 
items on its legislative agenda, 
ahead of Congress’s return in 
September. Heading the list 
are plans for legislation on 
crime and welfare and 
Vice-President A1 Core's report 
on “reinventing government," 
a compendium of suggestions 
on how to make the federal 
government more efficient and 
less wasteful. 

The biggest task facing Mr 
Clinton, however, is healthcare 
reform. 

The president is making do 
attempt to underplay the size 
of the undertaking. In a speech 
in West Virginia this week he 
described the Issue as the 
greatest threat to economic 
security and to the personal 
security of most American 

families 

“Unless we reform the 
healthcare system of this coun- 
try, we can never get the defi- 
cit down to zero," he warned. 


The Clinton health plan, 
already much delayed by rec- 
ognition that it stood no 
chance of moving forward in 
Congress until the budget had 
been dealt with, has still not 
been finalised. 

The plan outlined by a task- 
force headed by Mrs Hillary 
Rodham Clinton, the presi- 
dent's wife, is based on the 
managed competition 
approach, which involves set- 
ting up health purchasing co- 
operatives to bring more bar- 


gaining power to bear on 
prices charged by doctors and 
hospitals. It would guarantee 
universal insurance coverage, 
although not necessarily imme- 
diately, and compel employers 
to provide cover for their work- 
ers. 

Difficult details have still to 
be decided: the degree of gov- 
ernment control over medical 
prices, the precise illnesses and 
treatments to be covered by 
insurance, and the extent to 
which companies would be 


compelled to join cooperatives 
in buying insurance for their 
employees. 

Most troublesome is a con- 
gressional Budget Office esti- 
mate that pure managed com- 
petition would actually 
increase national healthcare 
spending. 

The report found, on the 
other hand, that a comprehen- 
sive government- run health 
insurance system, similar to 
Canada’s, would produce big 
savings, bolstering the sub- 


stantial minority of Democrats 
in Congress who favour this 
single payer approach. 

Bruised from the budget bat- 
tle, Mr Clinton cannot relish 
the prospect of arguing Tor fur- 
ther tax increases to pay for 
his health plan, even if 
White House officials insist 
the reforms will cost 
money only over the short 
term. 

Higher taros on tobacco, and 
possibly other “sins” such as 
alcohol and guns, appear to be 
a relatively un controversial 
way of footing some of the bill. 
Payroll taxes will be less popu- 
lar in Congress. 

If the Democrats in Congress 
are divided over the president's 
plan, so too are the Republi- 
cans. 

Mr Clinton needs at least a 
handful of Republican votes to 
avert the threat of a filibuster 
in the Senate, and stands a 
good chance of winning it Sen- 
ator John Chafee of Rhode 
Island, who has been his par- 
ty’s leading spokesman on 
health issues, favours a man- 
aged competition approach 
which bears striking similari- 
ties to elements of the Clinton 
plan. 

Several centrist Republicans 
are also anxious to shed the 
obstructionist image they fear 
they could earn if they system- 


atically oppose everything Mr 
Clinton tries to da 

Senator Robert Dole, the 
Republican leader in the Sen- 
ate, has so far favoured the tac- 
tics of all-out opposition, pre- 
ferring not to be outflanked on 
his right by rivals such as Sen- 
ator Phil Gramm, the Texas 
right-winger who is an g lin g far 
his party’s presidential nomi- 
nation in 1996. Some of Mr 
Dole’s friends in Congress 
believe, however, that his legis- 
lative instincts will eventually 
lead him to negotiate with Mr 
Clinton. 

The budget battle may have 
reduced Mr Clinton's clout at 
the negotiating table. The bud- 
get itself has not won him 
resounding support - a poll 
conducted for the Washington 
Post and ABC television 
showed 48 per cent of respon- 
dents disapproved of the eco- 
nomic plan, and only 43 
per cent approved - and 
the delay it caused has sapped 
momentum from healthcare 
reform. 

This will make it difficult to 
craft a plan that satisfies com- 
peting groups in Congress, let 
alone the different medical, 
insurance and consumer lob- 
bies. Nevertheless, the overall 
pressure for reform remains 
strong. 


By Christina Lamb 
in Rio de Janeiro 

THE BRAZILIAN government 
has postponed privatisation of 
the loss-making Cosipa steel 
mill for the third time, after 
failure to reach agreement 
over the company’s big debts 
to SSo Paulo state. 

The sale of Cosipa. due 
today, cannot go ahead until 
the p fl Hrmai commission over- 
seeing the reduction of the gov- 
ernment’s role succeeds in 
renegotiating the company’s 
equivalent of $301m in unpaid 
sales taxes owed to S&o Paulo. 

The commission has pro- 
posed that Cosipa repay the 
debt over eight years through 
increasing instalments. 

However, Governor Luis 
Antdnio Floury Filho of Sao 
Paulo, says he will only accept 
the commission's proposal if 
his state’s terms for renegotia- 
tion of its own debts with the 
federal government are 
accepted. 

According to the finance 
ministry, S&o Paulo has debts 
of more than Siobn - a figure 
Mr Fleury hotly contests. 

Mr Andrd Montoro, commis- 


franriq of the governor. 

Mr Montoro admitted that 
Cosipa Is minim um sale price, 
ffypri at $229m, may have to be 
reduced if its debts to Sdo 
Paulo are not restructured. 
Aside from those, Cosipa owes 
591m to Banco do Brasil and a 
farther gibn to other assorted 
creditors. The ?lbn debt was 
recently refinanced. 

The Latest delay is raising 
fresh doubts over the commit- 
ment of President ftamar 
Franco to privatisation. There 
have been uina cancellations of 
sains so for this year and the 
programme is moving very 
slowly. 

However, Brazilian finance 
ministry officials say that they 
are anxious to get Cosipa oft 
their hands as its debts are 
costing the government more 
than $lm a day in interest pay- 
ments. 

New privatisation rules are 
expected to be announced by 
the Brazilian government next 
month. These may include 
share placements on Interna- 
tional markets. 


Brazilians again 
put off sale of 
indebted Cosipa 

sum president, said yesterday. 
“The sale of Cosipa is in the 


GM subsidiary calls 
back cars with fault 


Cuba raises prices 
in dollar shops 


Argentine threat to UK 
oyer S Atlantic fishing 


By Richard Waters 
in New York 

GENERAL Motors' Saturn 
subsidiary has recalled all 
352,767 cars it built before 
April 14 this year because of a 
wiring problem which has 
caused at least 34 vehicles to 
catch fire. 

The GM subsidiary, set up in 
1990 to build compact cars to 
compete with imports from 
Japan and Europe, said it had 
written to owners warning 
them of the defect and telling 
them to take their vehicles 
back to their dealers for repair. 

The modification is expected 
by analysts to cost the com- 
pany about $8m (£5.3m), 
although Saturn refused to 
confirm the figure. 

The problem is thought to be 


small in comparison with the 
controversy that has sur- 
rounded GM's pick-up trucks 
with side-mounted fuel tanks, 
of which more than 4m have 
been sold. GM. which has 
offered owners $1,000 each 
towards the cost of a new 
vehicle, continues to deny 
design faults with the pick-up 
trucks. 

Unlike the pick-up truck 
case, Saturn said It had 
received no claims for death or 
injury resulting from the fault, 
and that it had not been 
ordered to recall the vehicles 
by the National Highway Traf- 
fic Safety Administration. 

The problem is in the wiring 
leading from the car's genera- 
tor. It will be replaced with a 
fuseable link which will trip in 
the event of overheating. 


Mystery over 
bomb 
attacks in 
Chilean cities 

AT LEAST five bombs 
exploded overnight in the Chil- 
ean capital and the southern 
city of Concepcidn, causing 
some damage but no injuries, 
police said yesterday. AP 
reports from Santiago. 

No one claimed responsibil- 
ity for the blasts and there was 
no indication if the attacks 
came from Chile's left or right 

The blasts in Santiago were 
at an office of the Christian 
Democratic party - the leading 
party in the ruling centre-left 
coalition government - at the 
Supreme Court, a bank and at 
a Chilean government office. 

The bomb at Concepcion, 
south of the capital, shattered 
windows at offices of the state- 
sector coal mining company. 


By Canute James in Kingston 

THE Cuban government has 
increased by half tbe prices 
charged for goods sold in spe- 
cial shops, in its attempts to 
obtain more foreign currency 
and shore up the economy. 

The shops - where goods are 
sold for dollars - have been 
especially favoured by Cubans 
and foreigners in the past fort- 
night. since tiie government's 
announcement of its intention 
to liberalise the foreign cur- 
rency regulations, removing 
the ban on Cubans owning and 
spending hard currency. 

A range of consumer goods, 
including food and electronic 
appliances, is sold in the dol- 
lar shops, bat is not available 
in other shops which deal in 
Caban pesos. Cubans who 


receive funds from relatives 
abroad have benefited most 
from the changes. 

Diplomats In Havana* who 
used to be the main customers 
at the dollar shops, said yes- 
terday they expected the price 
increases to cause a temporary 
decline in business, but that 
Cubans with foreign currency 
would continue to buy there. 

Cuba’s foreign earnings 
have been hit by a sharp 
decline in the production of 
sugar, the main export* 
because of had weather and a 
shortage of fuel, machinery 
and spare parts. 

Making it legal for Cubans 
to own foreign currency and 
spend it in the special stores, 
is unlikely to dose the antici- 
pated $504hn (£335.5m) short- 
fall in sugar earnings. 


By John Barham 
in Buenos Abes 

ARGENTINA has threatened 
to retaliate against the UK’s 
introduction of a new fishing 
licence regime in the waters 
around the British-held South 
Georgia and South Sandwich 
islands, which Argentina 
claims as its own. 

Mr Guido di Telia, foreign 
minister, said: “Britain will 
pay a very high price for this 
joke." He said Argentina would 
censure the British decision in 
multilateral conservation bod- 
ies covering the Antarctic. 

However, the ministry did 
not expand on what price 
Argentina planned to exact 
from the UK or how it would 
do so. 


Britain had told Argentina 
privately that it intended to 
introduce a fishing regime In 
the two islands’ territorial 
waters on August X* but made 
no statement on the issue. 

Mr Di Telia only announced 
the British decision on Mon- 
day. 

London had already 
extended to 200 miles, from 12 
miles, the islands’ territorial 
waters prior to imposing tbe 
licence regime, to one 

introduced in the nearby Falk- 
land Islands seven years ago. 

UK officials said they have 
already received considerable 
signs of interest from fishing 
companies to take out the new 
licences, with fees to -be based 
on a percentage of the catch. 

Debate in Argentina over the 


future of the Falkland Islands 
has intensified in the past 10 
days, after it had emerged that 
tiie Argentine government was 
considering the concession, 
under its sovereignty, of a spe- 
cial status fin- tiie islands, simi- 
lar to Puerto Rico’s status as 
an associate of tire US. 

This would enable the 
islands to retain all their pres- 
ent rights of self-determina- 
tion, the use of sterling as cur- 
rency, and allegiance to the 
B ritish crown, while transfer- 
ring only formal sovereignty to 

Argentina. 

However, some Argentine 
analysts feared that changing 
the nature of Argentina's rifarfm 
to the islands was oniy-a pre- 
lude to surrendering it alto- 
gether. 


NEWS: WORLD TRADE 


Mexico begins 
to change 
tune on Nafta 


By Damian Fraser 
in Mexico City 

MEXICO Is slightly changing 
its tune on the North Ameri- 
can Free Trade Agreement 

Once hailed as the crowning 
achievement of President 
Carlos Salinas, officials are at 
pains to stress it is now just 
one element of the govern- 
ment's economic plan and cer- 
tainly not indispensable to 
fature stability and growth. 

The shift in emphasis has 
come as negotiations on side 
agreements have dragged out 
longer than expected and Con- 
gressional opposition has 
grown. 

Mexican officials. Including 
the president, who used to 
insist there would be a pact by 
January l next year, now pre- 
fer to say there will be a treaty 
“eventually". 

The irony is that Canada, 
long considered Mexico's ally 
in Nafta negotiations, seems 
the stumbling block. 

According to reports in 
Mexico, an agreement would 


already have been reached had 
Canada not objected to imposi- 
tion of a combination of fines 
and sanctions on countries 
that do not enforce tbeir envi- 
ronmental and labour laws. 

If Canada does not budge, 
Mexico faces the dilemma of 
whether it should enter into Its 
own side agreements with the 
US, excluding Canada, to break 
the impasse. 

Since the US Congress is 
worried about the lack of Mexi- 
can rather than Canadian 
enforcement of labour and 
environmental laws, this might 
break the impasse but would 
be considered an embarrassing 
defeat for Mexico. 

Reports that Canada would 
be excluded from some oF the 
Interventionist provisions of 
the side agreements were 
firmly denied in a communique 
issued by the three countries 
on Monday. 

A Mexican official expressed 
optimism yesterday that an 
agreement which applied 
equally to the three could still 
be found. 


Ricoh in Chinese 


Northwest 

cancels 

Boeing 

orders 

NORTHWEST Airlines of the 
US has cancelled orders for 
two Boeing 747 jetliners sched- 
uled for delivery this summer, 
the companies said, AF-DJ 
reports from Seattle. 

The orders were worth about 
$300m, with one of the jets to 
have been delivered in July 
and the other this mouth, the 
companies said. The cancella- 
tion was part of Northwest's 
revitalisation effort, a com- 
pany spokesman said. 

In December, Northwest 
postponed delivery of 44 Boe- 
ing jetliners, mostly 757s. The 
carrier also cancelled orders 
for 74 jets from Airbus Indus- 
trie valued at about $3.5bn. 

Greek gas need 

Greece wants a foreign inves- 
tor to build and operate a 
power station fuelled by Rus- 
sian natural gas, ending the 
state monopoly on power pro- 
duction, Reuter reports from 
Athens. 

A preliminary memorandum 
obtained by Reuters said the 
government wanted a foreign 
investor to build, own and 
operate a 500-700 MW electric- 
ity unit to start commercial 
output by September 30. 1996. 


fax joint 

By Robert Thomson In Tokyo 

RICOH, the Japanese office 
equipment company, has 
formed a $15m joint venture to 
produce facsimile machines in 
Shanghai, joining the rush of 
Japanese companies seeking, 
in lower-cost China, refuge 
from yen appreciation. 

The venture, designed to pro- 
duce machines for sale in 
China and for export in the 
Asian region, is expected to 
have an output of 40,000 units 
per month when a planned fac- 
tory is completed in 1996. 

Ricoh has a 49.5 per cent 
stake, while Shanghai Facsim- 
ile Machines has 45 per cent, 
and a Hong Kong company, 
Champion Technology, 5S per 
cent The venture will have 800 
employees, with a Chinese 


venture 


chairman and a Japanese pres- 
ident 

The recent appreciation of 
the yen has encouraged Japa- 
nese companies to locate an 
increasing share of their pro- 
duction facilities outside Japan 
so as to take advantage of 
lower labour charges and to 
avoid yen-related costs. 

China is a popular site 
because it offers lower costs 
and an rapidly growing domes- 
tic market Facsimile machines 
sales are expected to rise by 40 
to 50 per cent annually until 
the end of the decade. 

Mr Haruo Kamimoto, Ricoh’s 
managing director, said the 
project is part of a Beijing- 
approved programme to over- 
haul telecommunications infra- 
structure, which should ensure 
that tbe venture has support 


Dutch stake 

Dutch brewer Heineken said 
yesterday it Is expanding its 
presence in China by taking a 
minority stake in a Singapore- 
based company that win take 
over a brewery in Fujian prov- 
ince k., AF-DJ reports from 
Amsterdam. 

Heineken said its 42.5 per 
cent-owned affiliate Asia 
Pacific Breweries will hold 32 
per cent of the venture, to be 
majority owned by Tee Yih Jia 
Food Manufacturing. Both 
partners are Singapore-based. 

Aluminium limit 

Aluminum Co of America 
chairman Paul O’Neill said the 
EC decision to limit alumin- 
ium imports from the former 
Soviet Union might force US 
producers to seek US govern- 
ment help in limiting alumin- 
ium imports to tbe US, Reuter 
reports from Pittsburgh. 


Romania investment growth tops league 


By Frances Vfifliams in Geneva 

THE NUMBER of foreign investment 
projects in eastern and central Europe 
has continued to grow rapidly this year, 
though many Involve a relatively small 
injection of overseas capital according 
to the United Nations Economic Com- 
mission for Europe. 

New foreign investment registrations 
in the former Comecon countries of 
Europe totalled more than 7,000 in the 
first quarter of 1993, bringing the over- 


all number to 72,300. This compares 

with just over 31000 registrations at the 
beginning of 1992. 

The ECE's latest round-up* shows 
growth was most rapid in Romania, 
where 23,500 foreign investment pro- 
jects were registered at the end of 
March 1993. Romania now has the larg- 
est number of enterprises with overseas 
participation in the region. However, 
most have a very small foreign capital 
component and “appear to have been 
encouraged by the provision of special 


tax concessions by the government". 

Registrations of joint ventures and 
foreign subsidiaries in Hungary totalled 
over 14,000 at the end of March. In 
Poland, about 10900 foreign investment 
projects were registered by then. 

The ECE also notes a surge of inter- 
est by foreign companies in the Baltic 
states, with the number of foreign 
investment projects rising to 4,000 in 
Estonia, 2,800 in Latvia and 2^300 in 
Lithuania. Here too, however, the 
amount of overseas capital involved is 


small In members of the Common- 
wealth of Independent States, foreign 
investment registrations rose from 7,000 
to 8,000 in the first quarter this year, 
compared with 2,600 at the beginning of 
1992. 

'Easi-west Investment News No.2 (sum- 
mer 1993); single issue $20, annual sub- 
scription (four issues) $ 80 ; from Subscrip- 
tion Department, United Nations 
Publications. Palais des Nations, Geneva 
10, CU-1211 Switzerland. 


Thames Water taps into BOT 


John Murray Brown on a $700m 


T HE champagne was on 
ice. UK Trade Minister 
Richard Needham had a 
plane to catch. And everyone 
was waiting for the acting 
head of the Turkish Treasury’. 

It was a nervous few 
moments before Mr Osman 
Unsal scaled the steps of the 
British Embassy and Thames 
Water, the privatised UK 
regional utility, was able to 
sign an implementation agree- 
ment on a $700m (£470m) Build 
Operate and Transfer (ROT) 
water project with the Izmit 
municipality. 

Much has been made of the 
BOT model of project financing 
to fund large public infrastruc- 
ture, but as Thames Water’s 
experience last month Illus- 
trates, no bank, let alone 
export credit agency. Is likely 
to support the scheme without 
the Treasury's blessing. 

The late President Turgut 
Ozal pioneered the concept of 
BOT, in which a private devel- 
oper builds and operates a 
plant, recovering his costs 
before handing it over to the 
public utility. Today the 
method Is embraced by Mrs 
Tansu Ciller, prime minister, 
as Turkey searches for ways to 
meet its infrastructure needs 
at a time of mounting budget 
sixain. 

The key attraction is that 
BOT falls under the private 
sector and so does not impact 
on the government's balance 
sheet, an important element 
for indebted countries with 
limited access to medium- and 
long-term commercial borrow- 
ing. 

However, bankers stress that 
if Turkey finances numerous 
projects by this method, the 
market will reconsider the 



Tony Andm 

Richard Needham: nervous few moments at British embassy 


country’s risk profile. Bankers 
also point out it would be 
cheaper if the projects were 
financed by conventional turn- 
key arrangements, where the 
Treasury afters bank lenders 
full sovereign guarantees. 

The projects also involve 
long gestation periods, partly 
because of their inherent com- 
plexity. Thames Water, with 
its local partners, Gama and 
Guris, has been working on the 
Izmit water scheme for three 
years. Chase Manhattan, the 
US bank, has been preparing a 
power plant project at Biredk 
on the Euphrates for the best 
part of six years. 

Not one BOT has been 
successfully concluded. Many 
contractors have walked away 
from earlier attempts at 
BQt. and even Thames Water 
is far from safe. The only 
beneficiaries so far, perhaps, 
are the lawyers - legal fees 
alone are about 0.5 per cent, 


according to one estimate. 

But at a time when Turkey’s 
economy is so troubled, bank- 
ers see few alternatives. Invest- 
ment in the electricity sector, 
for wam pifl , has come to a vir- 
tual standstill with the World 
Bank insisting on reform at 
TEK. the public utility, before 
new funds are available. For 
foreign contractors, BOT is 
probably the only way they 
can win business on large capi- 
tal equipment supplies. 

Bankers also point out that 
BOT typically will Incorporate 
an equity element - a form of 
direct capital investment by 
the consortium which would 
not be available on conven- 
tional turnkey projects. 

Banka Iflrp to lend hard Cur- 
rency to projects that earn 
hard currency. The BOT is a 
way around this for projects 
which depend on local revenue 
receipts. There are assumed to 
be greater efficiencies in using 


ect in Turkey 

a private developer rather than 
the government agent or util- 
ity, as the operational risks of 
project over-run are carried by 
the private sector. 

The Issue of who takes the 
financial risk is central to the 
concept of BOT. Under the 
scheme the banks lend to a pri- 
vate sector developer and theo- 
retically the hanks’ only 
recourse to the government 
occurs when the project-goes 
wrong. Some bankers argue, 
though, that on such large 
infrastructure, government is 
always involved indirectly. 

In the Implementation agree- 
ment signed last month, 
Thames Water and the Izmit 
water authority agreed terms 
of the water sale, the volumes, 
price and form of payment, 
which bankers say will' be 
denominated in the underlying 
currency of the lending. 

Chase Manhattan, financial 
adviser to the project, is 
looking' fin 1 a mix of Japanese 
government aid, European , 
export credits and UK and Jap- 
anese commercial bank fund- 
ing. 

Thames Water Is also seek- 
ing the Treastuy’s guarantee of 
the Izmit water authority’s 
payment obligations. In turn 
the Treasury must provide 
some mechanism to ensure 
lenders ere repaid if the project 
Is abandoned and the revenue 
flows interrupted as a result of 
farce majeure. Thames Water is 
arranging a subordinated loan : 
mechanism: a standby- facility 
of wbich the project company 
can make use in the case of 
force majeure. 

But ultimately Thames 
Water's ability to raise finance 
will bejaffected by, the Trea- 
sury's own appetite for funds. 


Asian 

nations 

facing 

challenges 

By Wffiam Reefing in Bafl - 

EUPHORIA over China’s 
recent economic growth con- 
trasted sharply with concern at 
the challenges faced by other 
developing countries in the 
Asia-Pacific region at the 
I nd onesia, Asia-Pacific and 
New World Order conference 
In Bah yesterday. 

China has “basically solved 
the problem of feeding and 
clothing more thgn Llbn peo- 
ple,” said Mr Li Luye, director 
general of the Centre 'for Inter- 
national Studies in nhiwa 
“People are convinced. . . 
China’s goals of reform and 
opening up are attainable.” 

Chinese delegates called for 
a- move toward greater East 
Asian economic co-operation. 
But other delegates noted a 
reluctance among many Asian 
nations to establish far-reach- 
ing trade agreements and saw 
China as a potentially destabi- 
lising force In the region. 

They painted to slow imple- 
mentation of the free trade 
area within the Association of 
South -East Asian Nations 
(Asean), which encompasses 
Indonesia, Thailand, Brunei 
the Philippines, Singapore and 
Malaysia. The benefits of 
Asean in. terms- of increased 
trade and flows of foreign 
investment had been minimal 
delegates said, 

Mr Ajit Singh, Asean secre- 
tary general, said China had 

been drawing, foreign invest- 
ment. away from South-East 

Asia 
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Clinton turns to health after budget bruising 

>rm, writes George Graham 



SERIOUS TIME: The president and bis wife face many problems over the changes they envisage 


The president ha 

P RESIDENT Bill Clinton 
yesterday signed the US 
budget bill, voted 
through Congress by a whisker 
last week. With opinion polls 
showing widespread public dis- 
trust of the budget’s measures, 
White House officials admit 
they have a large marketing 
job to do to win support for the 
package. 

But already the administra- 
tion is preparing for the next 
items on its legislative agenda, 
ahead of Congress’s return in 
September. Heading the list 
are plans for legislation on 
crime and welfare and 
Vice-President A1 Core's report 
on “reinventing government," 
a compendium of suggestions 
on how to make the federal 
government more efficient and 
less wasteful. 

The biggest task facing Mr 
Clinton, however, is healthcare 
reform. 

The president is making do 
attempt to underplay the size 
of the undertaking. In a speech 
in West Virginia this week he 
described the Issue as the 
greatest threat to economic 
security and to the personal 
security of most American 

families 

“Unless we reform the 
healthcare system of this coun- 
try, we can never get the defi- 
cit down to zero," he warned. 


The Clinton health plan, 
already much delayed by rec- 
ognition that it stood no 
chance of moving forward in 
Congress until the budget had 
been dealt with, has still not 
been finalised. 

The plan outlined by a task- 
force headed by Mrs Hillary 
Rodham Clinton, the presi- 
dent's wife, is based on the 
managed competition 
approach, which involves set- 
ting up health purchasing co- 
operatives to bring more bar- 


gaining power to bear on 
prices charged by doctors and 
hospitals. It would guarantee 
universal insurance coverage, 
although not necessarily imme- 
diately, and compel employers 
to provide cover for their work- 
ers. 

Difficult details have still to 
be decided: the degree of gov- 
ernment control over medical 
prices, the precise illnesses and 
treatments to be covered by 
insurance, and the extent to 
which companies would be 


compelled to join cooperatives 
in buying insurance for their 
employees. 

Most troublesome is a con- 
gressional Budget Office esti- 
mate that pure managed com- 
petition would actually 
increase national healthcare 
spending. 

The report found, on the 
other hand, that a comprehen- 
sive government- run health 
insurance system, similar to 
Canada’s, would produce big 
savings, bolstering the sub- 


stantial minority of Democrats 
in Congress who favour this 
single payer approach. 

Bruised from the budget bat- 
tle, Mr Clinton cannot relish 
the prospect of arguing Tor fur- 
ther tax increases to pay for 
his health plan, even if 
White House officials insist 
the reforms will cost 
money only over the short 
term. 

Higher taros on tobacco, and 
possibly other “sins” such as 
alcohol and guns, appear to be 
a relatively un controversial 
way of footing some of the bill. 
Payroll taxes will be less popu- 
lar in Congress. 

If the Democrats in Congress 
are divided over the president's 
plan, so too are the Republi- 
cans. 

Mr Clinton needs at least a 
handful of Republican votes to 
avert the threat of a filibuster 
in the Senate, and stands a 
good chance of winning it Sen- 
ator John Chafee of Rhode 
Island, who has been his par- 
ty’s leading spokesman on 
health issues, favours a man- 
aged competition approach 
which bears striking similari- 
ties to elements of the Clinton 
plan. 

Several centrist Republicans 
are also anxious to shed the 
obstructionist image they fear 
they could earn if they system- 


atically oppose everything Mr 
Clinton tries to da 

Senator Robert Dole, the 
Republican leader in the Sen- 
ate, has so far favoured the tac- 
tics of all-out opposition, pre- 
ferring not to be outflanked on 
his right by rivals such as Sen- 
ator Phil Gramm, the Texas 
right-winger who is an g lin g far 
his party’s presidential nomi- 
nation in 1996. Some of Mr 
Dole’s friends in Congress 
believe, however, that his legis- 
lative instincts will eventually 
lead him to negotiate with Mr 
Clinton. 

The budget battle may have 
reduced Mr Clinton's clout at 
the negotiating table. The bud- 
get itself has not won him 
resounding support - a poll 
conducted for the Washington 
Post and ABC television 
showed 48 per cent of respon- 
dents disapproved of the eco- 
nomic plan, and only 43 
per cent approved - and 
the delay it caused has sapped 
momentum from healthcare 
reform. 

This will make it difficult to 
craft a plan that satisfies com- 
peting groups in Congress, let 
alone the different medical, 
insurance and consumer lob- 
bies. Nevertheless, the overall 
pressure for reform remains 
strong. 


By Christina Lamb 
in Rio de Janeiro 

THE BRAZILIAN government 
has postponed privatisation of 
the loss-making Cosipa steel 
mill for the third time, after 
failure to reach agreement 
over the company’s big debts 
to SSo Paulo state. 

The sale of Cosipa. due 
today, cannot go ahead until 
the p fl Hrmai commission over- 
seeing the reduction of the gov- 
ernment’s role succeeds in 
renegotiating the company’s 
equivalent of $301m in unpaid 
sales taxes owed to S&o Paulo. 

The commission has pro- 
posed that Cosipa repay the 
debt over eight years through 
increasing instalments. 

However, Governor Luis 
Antdnio Floury Filho of Sao 
Paulo, says he will only accept 
the commission's proposal if 
his state’s terms for renegotia- 
tion of its own debts with the 
federal government are 
accepted. 

According to the finance 
ministry, S&o Paulo has debts 
of more than Siobn - a figure 
Mr Fleury hotly contests. 

Mr Andrd Montoro, commis- 


franriq of the governor. 

Mr Montoro admitted that 
Cosipa Is minim um sale price, 
ffypri at $229m, may have to be 
reduced if its debts to Sdo 
Paulo are not restructured. 
Aside from those, Cosipa owes 
591m to Banco do Brasil and a 
farther gibn to other assorted 
creditors. The ?lbn debt was 
recently refinanced. 

The Latest delay is raising 
fresh doubts over the commit- 
ment of President ftamar 
Franco to privatisation. There 
have been uina cancellations of 
sains so for this year and the 
programme is moving very 
slowly. 

However, Brazilian finance 
ministry officials say that they 
are anxious to get Cosipa oft 
their hands as its debts are 
costing the government more 
than $lm a day in interest pay- 
ments. 

New privatisation rules are 
expected to be announced by 
the Brazilian government next 
month. These may include 
share placements on Interna- 
tional markets. 


Brazilians again 
put off sale of 
indebted Cosipa 

sum president, said yesterday. 
“The sale of Cosipa is in the 


GM subsidiary calls 
back cars with fault 


Cuba raises prices 
in dollar shops 


Argentine threat to UK 
oyer S Atlantic fishing 


By Richard Waters 
in New York 

GENERAL Motors' Saturn 
subsidiary has recalled all 
352,767 cars it built before 
April 14 this year because of a 
wiring problem which has 
caused at least 34 vehicles to 
catch fire. 

The GM subsidiary, set up in 
1990 to build compact cars to 
compete with imports from 
Japan and Europe, said it had 
written to owners warning 
them of the defect and telling 
them to take their vehicles 
back to their dealers for repair. 

The modification is expected 
by analysts to cost the com- 
pany about $8m (£5.3m), 
although Saturn refused to 
confirm the figure. 

The problem is thought to be 


small in comparison with the 
controversy that has sur- 
rounded GM's pick-up trucks 
with side-mounted fuel tanks, 
of which more than 4m have 
been sold. GM. which has 
offered owners $1,000 each 
towards the cost of a new 
vehicle, continues to deny 
design faults with the pick-up 
trucks. 

Unlike the pick-up truck 
case, Saturn said It had 
received no claims for death or 
injury resulting from the fault, 
and that it had not been 
ordered to recall the vehicles 
by the National Highway Traf- 
fic Safety Administration. 

The problem is in the wiring 
leading from the car's genera- 
tor. It will be replaced with a 
fuseable link which will trip in 
the event of overheating. 


Mystery over 
bomb 
attacks in 
Chilean cities 

AT LEAST five bombs 
exploded overnight in the Chil- 
ean capital and the southern 
city of Concepcidn, causing 
some damage but no injuries, 
police said yesterday. AP 
reports from Santiago. 

No one claimed responsibil- 
ity for the blasts and there was 
no indication if the attacks 
came from Chile's left or right 

The blasts in Santiago were 
at an office of the Christian 
Democratic party - the leading 
party in the ruling centre-left 
coalition government - at the 
Supreme Court, a bank and at 
a Chilean government office. 

The bomb at Concepcion, 
south of the capital, shattered 
windows at offices of the state- 
sector coal mining company. 


By Canute James in Kingston 

THE Cuban government has 
increased by half tbe prices 
charged for goods sold in spe- 
cial shops, in its attempts to 
obtain more foreign currency 
and shore up the economy. 

The shops - where goods are 
sold for dollars - have been 
especially favoured by Cubans 
and foreigners in the past fort- 
night. since tiie government's 
announcement of its intention 
to liberalise the foreign cur- 
rency regulations, removing 
the ban on Cubans owning and 
spending hard currency. 

A range of consumer goods, 
including food and electronic 
appliances, is sold in the dol- 
lar shops, bat is not available 
in other shops which deal in 
Caban pesos. Cubans who 


receive funds from relatives 
abroad have benefited most 
from the changes. 

Diplomats In Havana* who 
used to be the main customers 
at the dollar shops, said yes- 
terday they expected the price 
increases to cause a temporary 
decline in business, but that 
Cubans with foreign currency 
would continue to buy there. 

Cuba’s foreign earnings 
have been hit by a sharp 
decline in the production of 
sugar, the main export* 
because of had weather and a 
shortage of fuel, machinery 
and spare parts. 

Making it legal for Cubans 
to own foreign currency and 
spend it in the special stores, 
is unlikely to dose the antici- 
pated $504hn (£335.5m) short- 
fall in sugar earnings. 


By John Barham 
in Buenos Abes 

ARGENTINA has threatened 
to retaliate against the UK’s 
introduction of a new fishing 
licence regime in the waters 
around the British-held South 
Georgia and South Sandwich 
islands, which Argentina 
claims as its own. 

Mr Guido di Telia, foreign 
minister, said: “Britain will 
pay a very high price for this 
joke." He said Argentina would 
censure the British decision in 
multilateral conservation bod- 
ies covering the Antarctic. 

However, the ministry did 
not expand on what price 
Argentina planned to exact 
from the UK or how it would 
do so. 


Britain had told Argentina 
privately that it intended to 
introduce a fishing regime In 
the two islands’ territorial 
waters on August X* but made 
no statement on the issue. 

Mr Di Telia only announced 
the British decision on Mon- 
day. 

London had already 
extended to 200 miles, from 12 
miles, the islands’ territorial 
waters prior to imposing tbe 
licence regime, to one 

introduced in the nearby Falk- 
land Islands seven years ago. 

UK officials said they have 
already received considerable 
signs of interest from fishing 
companies to take out the new 
licences, with fees to -be based 
on a percentage of the catch. 

Debate in Argentina over the 


future of the Falkland Islands 
has intensified in the past 10 
days, after it had emerged that 
tiie Argentine government was 
considering the concession, 
under its sovereignty, of a spe- 
cial status fin- tiie islands, simi- 
lar to Puerto Rico’s status as 
an associate of tire US. 

This would enable the 
islands to retain all their pres- 
ent rights of self-determina- 
tion, the use of sterling as cur- 
rency, and allegiance to the 
B ritish crown, while transfer- 
ring only formal sovereignty to 

Argentina. 

However, some Argentine 
analysts feared that changing 
the nature of Argentina's rifarfm 
to the islands was oniy-a pre- 
lude to surrendering it alto- 
gether. 


NEWS: WORLD TRADE 


Mexico begins 
to change 
tune on Nafta 


By Damian Fraser 
in Mexico City 

MEXICO Is slightly changing 
its tune on the North Ameri- 
can Free Trade Agreement 

Once hailed as the crowning 
achievement of President 
Carlos Salinas, officials are at 
pains to stress it is now just 
one element of the govern- 
ment's economic plan and cer- 
tainly not indispensable to 
fature stability and growth. 

The shift in emphasis has 
come as negotiations on side 
agreements have dragged out 
longer than expected and Con- 
gressional opposition has 
grown. 

Mexican officials. Including 
the president, who used to 
insist there would be a pact by 
January l next year, now pre- 
fer to say there will be a treaty 
“eventually". 

The irony is that Canada, 
long considered Mexico's ally 
in Nafta negotiations, seems 
the stumbling block. 

According to reports in 
Mexico, an agreement would 


already have been reached had 
Canada not objected to imposi- 
tion of a combination of fines 
and sanctions on countries 
that do not enforce tbeir envi- 
ronmental and labour laws. 

If Canada does not budge, 
Mexico faces the dilemma of 
whether it should enter into Its 
own side agreements with the 
US, excluding Canada, to break 
the impasse. 

Since the US Congress is 
worried about the lack of Mexi- 
can rather than Canadian 
enforcement of labour and 
environmental laws, this might 
break the impasse but would 
be considered an embarrassing 
defeat for Mexico. 

Reports that Canada would 
be excluded from some oF the 
Interventionist provisions of 
the side agreements were 
firmly denied in a communique 
issued by the three countries 
on Monday. 

A Mexican official expressed 
optimism yesterday that an 
agreement which applied 
equally to the three could still 
be found. 


Ricoh in Chinese 


Northwest 

cancels 

Boeing 

orders 

NORTHWEST Airlines of the 
US has cancelled orders for 
two Boeing 747 jetliners sched- 
uled for delivery this summer, 
the companies said, AF-DJ 
reports from Seattle. 

The orders were worth about 
$300m, with one of the jets to 
have been delivered in July 
and the other this mouth, the 
companies said. The cancella- 
tion was part of Northwest's 
revitalisation effort, a com- 
pany spokesman said. 

In December, Northwest 
postponed delivery of 44 Boe- 
ing jetliners, mostly 757s. The 
carrier also cancelled orders 
for 74 jets from Airbus Indus- 
trie valued at about $3.5bn. 

Greek gas need 

Greece wants a foreign inves- 
tor to build and operate a 
power station fuelled by Rus- 
sian natural gas, ending the 
state monopoly on power pro- 
duction, Reuter reports from 
Athens. 

A preliminary memorandum 
obtained by Reuters said the 
government wanted a foreign 
investor to build, own and 
operate a 500-700 MW electric- 
ity unit to start commercial 
output by September 30. 1996. 


fax joint 

By Robert Thomson In Tokyo 

RICOH, the Japanese office 
equipment company, has 
formed a $15m joint venture to 
produce facsimile machines in 
Shanghai, joining the rush of 
Japanese companies seeking, 
in lower-cost China, refuge 
from yen appreciation. 

The venture, designed to pro- 
duce machines for sale in 
China and for export in the 
Asian region, is expected to 
have an output of 40,000 units 
per month when a planned fac- 
tory is completed in 1996. 

Ricoh has a 49.5 per cent 
stake, while Shanghai Facsim- 
ile Machines has 45 per cent, 
and a Hong Kong company, 
Champion Technology, 5S per 
cent The venture will have 800 
employees, with a Chinese 


venture 


chairman and a Japanese pres- 
ident 

The recent appreciation of 
the yen has encouraged Japa- 
nese companies to locate an 
increasing share of their pro- 
duction facilities outside Japan 
so as to take advantage of 
lower labour charges and to 
avoid yen-related costs. 

China is a popular site 
because it offers lower costs 
and an rapidly growing domes- 
tic market Facsimile machines 
sales are expected to rise by 40 
to 50 per cent annually until 
the end of the decade. 

Mr Haruo Kamimoto, Ricoh’s 
managing director, said the 
project is part of a Beijing- 
approved programme to over- 
haul telecommunications infra- 
structure, which should ensure 
that tbe venture has support 


Dutch stake 

Dutch brewer Heineken said 
yesterday it Is expanding its 
presence in China by taking a 
minority stake in a Singapore- 
based company that win take 
over a brewery in Fujian prov- 
ince k., AF-DJ reports from 
Amsterdam. 

Heineken said its 42.5 per 
cent-owned affiliate Asia 
Pacific Breweries will hold 32 
per cent of the venture, to be 
majority owned by Tee Yih Jia 
Food Manufacturing. Both 
partners are Singapore-based. 

Aluminium limit 

Aluminum Co of America 
chairman Paul O’Neill said the 
EC decision to limit alumin- 
ium imports from the former 
Soviet Union might force US 
producers to seek US govern- 
ment help in limiting alumin- 
ium imports to tbe US, Reuter 
reports from Pittsburgh. 


Romania investment growth tops league 


By Frances Vfifliams in Geneva 

THE NUMBER of foreign investment 
projects in eastern and central Europe 
has continued to grow rapidly this year, 
though many Involve a relatively small 
injection of overseas capital according 
to the United Nations Economic Com- 
mission for Europe. 

New foreign investment registrations 
in the former Comecon countries of 
Europe totalled more than 7,000 in the 
first quarter of 1993, bringing the over- 


all number to 72,300. This compares 

with just over 31000 registrations at the 
beginning of 1992. 

The ECE's latest round-up* shows 
growth was most rapid in Romania, 
where 23,500 foreign investment pro- 
jects were registered at the end of 
March 1993. Romania now has the larg- 
est number of enterprises with overseas 
participation in the region. However, 
most have a very small foreign capital 
component and “appear to have been 
encouraged by the provision of special 


tax concessions by the government". 

Registrations of joint ventures and 
foreign subsidiaries in Hungary totalled 
over 14,000 at the end of March. In 
Poland, about 10900 foreign investment 
projects were registered by then. 

The ECE also notes a surge of inter- 
est by foreign companies in the Baltic 
states, with the number of foreign 
investment projects rising to 4,000 in 
Estonia, 2,800 in Latvia and 2^300 in 
Lithuania. Here too, however, the 
amount of overseas capital involved is 


small In members of the Common- 
wealth of Independent States, foreign 
investment registrations rose from 7,000 
to 8,000 in the first quarter this year, 
compared with 2,600 at the beginning of 
1992. 

'Easi-west Investment News No.2 (sum- 
mer 1993); single issue $20, annual sub- 
scription (four issues) $ 80 ; from Subscrip- 
tion Department, United Nations 
Publications. Palais des Nations, Geneva 
10, CU-1211 Switzerland. 


Thames Water taps into BOT 


John Murray Brown on a $700m 


T HE champagne was on 
ice. UK Trade Minister 
Richard Needham had a 
plane to catch. And everyone 
was waiting for the acting 
head of the Turkish Treasury’. 

It was a nervous few 
moments before Mr Osman 
Unsal scaled the steps of the 
British Embassy and Thames 
Water, the privatised UK 
regional utility, was able to 
sign an implementation agree- 
ment on a $700m (£470m) Build 
Operate and Transfer (ROT) 
water project with the Izmit 
municipality. 

Much has been made of the 
BOT model of project financing 
to fund large public infrastruc- 
ture, but as Thames Water’s 
experience last month Illus- 
trates, no bank, let alone 
export credit agency. Is likely 
to support the scheme without 
the Treasury's blessing. 

The late President Turgut 
Ozal pioneered the concept of 
BOT, in which a private devel- 
oper builds and operates a 
plant, recovering his costs 
before handing it over to the 
public utility. Today the 
method Is embraced by Mrs 
Tansu Ciller, prime minister, 
as Turkey searches for ways to 
meet its infrastructure needs 
at a time of mounting budget 
sixain. 

The key attraction is that 
BOT falls under the private 
sector and so does not impact 
on the government's balance 
sheet, an important element 
for indebted countries with 
limited access to medium- and 
long-term commercial borrow- 
ing. 

However, bankers stress that 
if Turkey finances numerous 
projects by this method, the 
market will reconsider the 



Tony Andm 

Richard Needham: nervous few moments at British embassy 


country’s risk profile. Bankers 
also point out it would be 
cheaper if the projects were 
financed by conventional turn- 
key arrangements, where the 
Treasury afters bank lenders 
full sovereign guarantees. 

The projects also involve 
long gestation periods, partly 
because of their inherent com- 
plexity. Thames Water, with 
its local partners, Gama and 
Guris, has been working on the 
Izmit water scheme for three 
years. Chase Manhattan, the 
US bank, has been preparing a 
power plant project at Biredk 
on the Euphrates for the best 
part of six years. 

Not one BOT has been 
successfully concluded. Many 
contractors have walked away 
from earlier attempts at 
BQt. and even Thames Water 
is far from safe. The only 
beneficiaries so far, perhaps, 
are the lawyers - legal fees 
alone are about 0.5 per cent, 


according to one estimate. 

But at a time when Turkey’s 
economy is so troubled, bank- 
ers see few alternatives. Invest- 
ment in the electricity sector, 
for wam pifl , has come to a vir- 
tual standstill with the World 
Bank insisting on reform at 
TEK. the public utility, before 
new funds are available. For 
foreign contractors, BOT is 
probably the only way they 
can win business on large capi- 
tal equipment supplies. 

Bankers also point out that 
BOT typically will Incorporate 
an equity element - a form of 
direct capital investment by 
the consortium which would 
not be available on conven- 
tional turnkey projects. 

Banka Iflrp to lend hard Cur- 
rency to projects that earn 
hard currency. The BOT is a 
way around this for projects 
which depend on local revenue 
receipts. There are assumed to 
be greater efficiencies in using 


ect in Turkey 

a private developer rather than 
the government agent or util- 
ity, as the operational risks of 
project over-run are carried by 
the private sector. 

The Issue of who takes the 
financial risk is central to the 
concept of BOT. Under the 
scheme the banks lend to a pri- 
vate sector developer and theo- 
retically the hanks’ only 
recourse to the government 
occurs when the project-goes 
wrong. Some bankers argue, 
though, that on such large 
infrastructure, government is 
always involved indirectly. 

In the Implementation agree- 
ment signed last month, 
Thames Water and the Izmit 
water authority agreed terms 
of the water sale, the volumes, 
price and form of payment, 
which bankers say will' be 
denominated in the underlying 
currency of the lending. 

Chase Manhattan, financial 
adviser to the project, is 
looking' fin 1 a mix of Japanese 
government aid, European , 
export credits and UK and Jap- 
anese commercial bank fund- 
ing. 

Thames Water Is also seek- 
ing the Treastuy’s guarantee of 
the Izmit water authority’s 
payment obligations. In turn 
the Treasury must provide 
some mechanism to ensure 
lenders ere repaid if the project 
Is abandoned and the revenue 
flows interrupted as a result of 
farce majeure. Thames Water is 
arranging a subordinated loan : 
mechanism: a standby- facility 
of wbich the project company 
can make use in the case of 
force majeure. 

But ultimately Thames 
Water's ability to raise finance 
will bejaffected by, the Trea- 
sury's own appetite for funds. 


Asian 

nations 

facing 

challenges 

By Wffiam Reefing in Bafl - 

EUPHORIA over China’s 
recent economic growth con- 
trasted sharply with concern at 
the challenges faced by other 
developing countries in the 
Asia-Pacific region at the 
I nd onesia, Asia-Pacific and 
New World Order conference 
In Bah yesterday. 

China has “basically solved 
the problem of feeding and 
clothing more thgn Llbn peo- 
ple,” said Mr Li Luye, director 
general of the Centre 'for Inter- 
national Studies in nhiwa 
“People are convinced. . . 
China’s goals of reform and 
opening up are attainable.” 

Chinese delegates called for 
a- move toward greater East 
Asian economic co-operation. 
But other delegates noted a 
reluctance among many Asian 
nations to establish far-reach- 
ing trade agreements and saw 
China as a potentially destabi- 
lising force In the region. 

They painted to slow imple- 
mentation of the free trade 
area within the Association of 
South -East Asian Nations 
(Asean), which encompasses 
Indonesia, Thailand, Brunei 
the Philippines, Singapore and 
Malaysia. The benefits of 
Asean in. terms- of increased 
trade and flows of foreign 
investment had been minimal 
delegates said, 

Mr Ajit Singh, Asean secre- 
tary general, said China had 

been drawing, foreign invest- 
ment. away from South-East 

Asia 

Editorial continent, Page g 
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A balancing act 

David Lascelles looks at the green performance reports just published 
by Britain's biggest electricity generating companies 


B ritain's largest electricity 
generating companies. 
National Power and 
PowerGen. are also its 
largest polluters. Between them 
they spewed more than 2m tonnes 
of sulphur into the atmosphere last 
year, as well as 500,000 tonnes of 
nitrous oxides and nearly 200m 
tonnes of carbon dioxide. They also 
passed nearly one sixth of Britain's 
fresh water through their cooling 
systems - all to keep the lights 
burning. 

Many people will be shocked by 
the sheer size of these figures. But 
they are derived from the 
environmental performance reports 
which both companies have just 
published for the first time. The two 
documents are part of the 
electricity generation industry's 
efforts to put across their side of the 
story, though they will doubtless be 
excused of trying to raise excuses. 

The timing is fortuitous - or well 
planned. The reports came out only 
days after PowerGen received 
permission to bum orimulsion. the 
controversial bitumen-based fuel 
from Venezuela. They also coincide 
with the start of fresh negotiations 
in Geneva to tighten targets for 
reducing European atmospheric 
emissions, where Britain is likely 
once again to be tagged the dirty 
man of Europe. 

At one level, the reports are 
intended to be a source of 
information. They contain details of 
the companies' environmental 
policies, of their emissions and of 
the efforts they are making to bring 
them down. They also describe the 
chain of command within the 
companies and their record of 
compliance with the regulations. 

The general thrust of the reports 
is that both companies have 
inherited very- dirty power stations 
from pre privatisation days and are 
making strenuous efforts to clean 
them up. Both companies claim to 
be well within the pollution limits 
set by the government and to be on 
A downward path that will enable 
them to meet the long-term targets 
set by International agreements. 

National Power, for example, 
reports emissions of 1.3m tonnes of 
sulphur dioxide last year against a 
limit of 1.6m. but it has to halve 
those to 660.000 tonnes bv the year 
2003. 

PowerGen. which has fewer 
power stations, produced just under 
lm tonnes of sulphur dioxide, or 
100.000 tonnes less than its limit. It 
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has to get those down to 669,000 
tonnes by 1998. 

There are also details of 
emissions or nitrous oxide, carbon 
dioxide and other forms of waste 
such as dust and ash. 

At another level, however, the 
reports are intended to show that 
bringing these, emissions down is 
not merely a question of sticking 
clean-up equipment on the top of 


down some of its older power 
stations than Invest in costly 
clean-up equipment. 

In other words, the reports try to 
identify the balance between the 
benefits of environmental 
protection and the cost. Between 
them, the two companies expect to 
spend more than £3bn on various 
environmental improvements 
during the 1990s, including building 


The general thrust of the reports is that 
National Power and PowerGen have inherited 
very dirty power stations from 
pre-privatisation days and are making 
strenuous efforts to clean them up 


chimneys. Both companies list a 
number' of other options: switching 
to cleaner fuels such as natural gas. 
building new types of power 
generation plant, raising fuel 
efficiency and even getting their 
customers to use less energy. 

National Power says: “We cannot 
change our existing generating 
assets overnight. Our company 
strategy- is to investigate all 
possible wavs of achieving our 
environmental and commercial 
targets and then to pursue the most 
cost-effective solution." NP goes on 
to hint that it would rather shut 


cleaner power stations. But as 
privatised companies, they have a 
duty to their shareholders; green 
considerations have to take the 
appropriate place, and these reports 
make clear that profit comes first. 

Ed Wallis. PowerGen's chief 
executive, sums up the debating 
point that the generators want to 
get across: “Achieving the most 
effective investment, in terms of 
environmental protection and 
economics, is a challenge which we. 
our regulators and the government 
continue to face." 

PowerGen's is the more readable 


of the two reports. Apart from the 
colour pictures, it has informative 
diagrams on how pollution Is 
caused (though the words acid rain 
are studiously avoided). 

It also Includes a map showing 
the areas of Britain which are most 
sensitive to atmospheric pollution. 
This so-called “critical loads” 
approach is the basis of government 
policy. It breaks down the country 
into a set of squares, showing the 
ability of each to tolerate more 
pollution. 

But National Power’s report 
seems to be the more thorough. It 
gives more overall detail. It also 
goes into the sensitive area of 
compliance. It rev eals , for example, 
that the company breached 
environmental regulations 29 times 
last year, though none resulted in 
prosecution. Possibly most 
important, John Baker, chief 
executive, states he has personal 
responsibility for environmental 
policy and compliance. It is not 
clear from the PowerGen document 
which main board director has this 
responsibility, though Wallis signs 
a personal introduction. 

National Power also asked Lloyds 
Register to verify its report. LR 
found the report presents “a 
correct, true and fair picture". But 
it points out that NP’s aim of 
“doing better than compliance 
where appropriate" has yet to 
materialise because of the 
company's focus on complying with 
the requirements of the 
Environmental Protection Act, 
which are still coming into force. 

This point is taken up by Fiona 
Weir, a clean air campaigner at 
Friends of the Earth. She criticises 
the NP report for being entirely 
“compliance-driven”. Her complaint 
is that the targets for pollution 
reduction are based on what the 
law requires, not on what the 
environment can stand. 

She says: “This is not an 
environmental policy. This is about 
avoiding breaking the law and 
avoiding wasting money.” 

She would like to see the 
generators adopting an approach 
which aimed to clean up the air and 
reduce acid rain to acceptable 
levels, regardless of what the law 
required. 

"These reports show the 
importance of legislation.” she says. 
"Companies are not driving 
environmental policy. 

Environmental policy is driving the 
companies." 


Linking cash with 

conservation 

Hilary de Boerr on a wildlife scheme in Zimbabwe 
which is encouraging rural economic development 


W hen the elephant was 
voted the world’s most 
popular animal, you 
can bet the people of Hunwgwe 
district in northern Zimbabwe 
were not consulted. 

Every year, they live In fear 
of elephants trampling through 
fields of maize that took months 
to prepare and tend. One night’s 
feast for an elephant can wipe 
out an entire year’s harvest. 
Homes might be wrecked if 
situated in the animals’ paths. 
Children and adults are Injured 
and sometimes killed. 

Why, then, are villagers 
thinking of constructing water 
dams and putting down salt to 
encourage elephants into their 
area? Why are they discouraging 
illegal settlers so that their land 
might be used instead by 
elephants? The answer lies in a 
novel programme which is giving 
economic value to elephants and 
other wildlife on Zimbabwe’s 
f/rnimrmal lands. 

Under Campfire (Communal 
Areas Management Programme 
for Indigenous Resources), rural 
communities are nwi w pn g to 
make money from animals which 
until recently were poached as 
pests. The programme is 
simultaneously encouraging 
economic development and a 
conservation ethos in rural areas. 

Campfire works by Unking cash 
with conservation. Until recently, 
rural communities were not 
allowed to make any use of 
wildlife on their lands - poaching 
was common, either for food or 
to stop animals destroying crops 
and endangering people. Now. 
districts accepted into the 
programme are allowed to shoot 
a certain number of animals every 
year, for sale either as meat or 
safari trophies. 

The programme - run by the 
government and conservation 
organisations - gives rural 
communities a choice. They can 

shoot an animal tha t is damag in g 
crops and sell its meat, earning, 
for example, about £1,600 for an 
elephant; or they can save the 
quota for safari hunting, where 
an elephant will earn the 
community' £4,000-£6,00fl. A 
typical annual wildlife quota per 


district might include a variety 
of wildlife, such as seven 
elephants, 20 buffalo and 20 
baboons. 

Campfire is creating an 
additional source of income for 
subsistence farmers. Last year, 
eight districts earned about 
£380,000 from safari hunting - 
mostly from Americans keen to 
collect an elephant trophy. 

Participating communities 
decide whether to Invest the 
money In community projects 
- such as schools, flams or 
grinding mills - or divide it 
among households for personal 
use. In one ward, households 
earned £60 each from Campfire 
last year - a welcome addition 



p o achin g , confi s c atin g snares, . 
reporting poaching mridents and 

guarding against bush fires which 
are used to flush out animals but 

also destroy vegetation. They 
discourage Illegal settlement and 

illegal grid panning, which 

contribute to the destruction of 
the land, rivers and vegetation. 

Only firm evidence of the QnK 
between conservation and 
economic development can - 
main tain people’s commitment 
to C am p fi r e , says Cherry Bird, 
wildlife co-ordinator for - 

Httrnngwe district. "Everybody 
has to feel they ar e benefi ting 
tangibly from this programme 
so they'll be involved in 
management decisions. It sounds 
idealistic, but the alternative is 
to have no wildlife.” 

The nomadic nature c*f wildlife 
is proving a problem. The 
community where ah animal Is 
shot is the community that emus . 
money - although several areas, 
may have suffered crop dam a g e- 
en route. There is, therefore, no 
guarantee of a stable income from 
year to year. Some villagers argue 
they are being bribed to put up 
with wildlife. Others want tfadr 


to the average armnal income of 
about £80. 

The programme is also 
encouraging the spread of 
business skills. Local Campfire 
committees axe going into - 
partnership with weft-established 
safari operators to market their 
quotas; community investments 
are creating small-scale industries 
such as the grinding milis and 
bee-keeping; other tourist 
ventures are under way, such as 
hiking and photographic safaris. 

Cash and conservation are an 
attractive couple, says Lovemore 
Katena, a ward councillor in 
Hurungwe district. “The best 
thing about Campfire is that we 
are learning to manage our 
resources and we benefit from 
them.” 

The conservation benefits are 
becoming clear. Villagers involved 
are actively discouraging wildlife- 


more animate and earn more. 

Nevertheless, districts are 
queueing up to be accepted into 
Campfire. By the end of the year, 
24 wfll have Campfire status and 

by SOW more than half the ' 

country is expected to be devoted 
to wildlife conservation tinder 
the programme. 

Elephants - which are not *n 
endangered species in Zimbabwe 
- remain the biggest earners 
under Campfire becanse of their 
status symbol to safari hunters. 
The hope is that other coramanfty 
businesses win become eqt»Dy 
important to the local economies 
over time, says Ivan Bond, 
Campfire research fellow at the . 
World Wide ted for Nature. 

“In the long-term. Campfire . 
principles will have to be applied 
boUstiraffy to the whole range . 
of natural re so urces. If the . 
institutions exist lor the '■ 
managemen t of ene common ... 
prop er ty reaaurct, it should noit 
he too difficult to extend these 
to other itsuurca.* • . 
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Clearly, concisely and 
with feeling 

Business people should not allow their letters 
to be a write off, advises Rupert Morris 


T he trouble with business 
people Is that they think 
they can write. Or, even 
if they know they cannot, they 
dare not admit it. 

But when I say someone cannot 
write, I am not branding them 
illiterate. AJ1 1 am saying is they 
do not do themselves justice on 
paper. Some of the most 
entertaining people can transform 
themselves into plodding 
bureaucrats when their words 
appear beneath a letter-heading. 

I recently came across an 
engineering company that 
addressed its customers as "your 
goodselves". And it was only a 
few years ago that my former bank 
used to end its letters with: “We 
have the honour to remain, sir, 
your obedient servants." 

When the chief executive of ray 
present bank wrote to his 
customers to assure us of his 
personal readiness to respond to 
criticism, I took him up on the 
offer. Since I teach effective 
writing, I also offered my help. 

The letter I received came from 
the head of development and 
training operations - a title that 
carried Us own warning of 
impending verbosity. 

Jones (not his real name) 
thanked me for my letter, and 
went on to explain: “At this 
moment in time, the group 
continues to invest heavily in 
training and development 
initiatives that contribute to the 
advancement of our challenging 
business objectives. The 
development of employee potential 
is a major focus of these 
programmes. Our leadership and 
management competence training 
addresses a very wide range of 
personal management and 
leadership skills development." 

All Jones means to say here 
is: “The bank already runs 
training courses for its staff." But 
instead of a single sentence with 
a single verb and two or three 
nouns, be wastes his time and 
mine employing between 20 and 
25 nouns, depending on whether 
you count nouns used adjectivally. 

It takes him another two 
paragraphs to explain why he 
believes he has no need of my 


services. "Over the past few years 
we have built up a comprehensive 
training infrastructure to support 
the diverse and changing needs 
of our business. . ." 

The point is not whether or not 
this kind of verbiage is to your 
taste. The point is it does not do 
the job. If Jones wanted to give 
me the brush-off. he could have 
done so politely in one or two 
concise sentences. And I would 
not have bothered him again. As 
it was. I wrote back to the chief 
executive. I received a letter from 
the Senior Manager, Customer 
Relations, thanking me for my 
“thoughtful thoughts", and 
acknowledging “the need for us 
to better train our people at a 
rapid rate". His letter concluded: 
“Should our ongoing audits of our 
internal training effectiveness 

Good business 
writing is not a 
mystical process, nor 
is it some rare gift 
It can be learnt 

prove a need for your company's 
input, we will let you know.” 

I would say the need was pretty 
urgent, wouldn't you? This bank 
is not alone in the inability of its 
employees and executives to 
communicate in writing. I was 
conducting a writing course at 
one of Britain's leading 
accountancy firms when I came 
across the following sentence: 
"[The firm! achieves a high level 
of continuity on audits by using 
clear succession plans which 
emphasise the importance of 
developing lasting relationships." 

I translated this as: “The firm 
knows the importance of 
continuity. We will not chop and 
change our auditing team.” 

“Oh. no." they said. “We do not 
use words like ’chop’ and ‘change'. 
They sound. . .well, almost slang.” 
And so it goes on. 

Too many people in business 
dare not be clear. They dare not 
commit themselves and do not 
want to sound over-familiar. We 
cannot be too careful, they think. 


Paradoxically, such excessive care 
can be dangerous. When 
obfuscation becomes a habit, 
communication suffers and, in 
due course, so does the 
decision-making process. 

There is a popular 
misconception that the written 
word is not a tool of 
communication but a means of 
bolstering the image of your 
company or department. Hence 
the proliferation of abstract nouns 
and vague phrases - such as "a 
highly developed service network", 
“an extensive client support 
function", “designed-ln delivery 
flexibility" - that sound grand, 
mean next to nothing and keep 
real people at arm's length. 

Hence also the epitome of 
grandiosity for its own sake - the 
mission statement. Robert Fritz, 
the US management guru, told 
a London audience last month 
he had only seen two meaningful 
mission statements and one was 
from a group of nuns. 

Happily, there are exceptions. 
Tiny Rowland always made his 
annual report statements to 
Lonrho shareholders pungent, 
intelligible and informative. And 
when Sears made cuts last year, 
chief executive Liam Strong used 
his interim report to explain the 
situation with exemplary 
frankness. Media and markets 
reacted alike, impressed by the 
clarity of thinking. At a difficult 
moment in the company's 
development, the share price rose. 

Good business writing is not 
a mystical process, nor is it some 
rare gift. It can be learnt. It springs 
from simple principles, such as 
identifying your purpose, 
considering your reader and 
checking repeatedly for relevance. 
But the first essential is 
recognising that bad writing 
springs from lazy thinking. And 
that does require a rare quality 
- humility. 

For a free copy of “Do I Make 
Myself Clear?* - a guide to writing 
good business English - send a 
large s.a.e. to The Company 
Writers. Unit 14, 88 Ciapham Park 
Road , London SW4 7BX Tel: 071 
627 8444. Far: 071 978 2382. 


T here is an office wall at 
J.C. Bamford Excavators’ 
headquarters at Rocester 
in Staffordshire which 
three of the company's senior exec- 
utives are unlikely to forget 
At the turn of the year the wall 
held the names of some 300 JCB 
employees whose individual 
strengths and weaknesses were dis- 
cussed. analysed - and occasionally 
tussled over - by Henry Shirman, 
Mike Butler and John Appleby. 

The process was a vital prelude to 
the reorganisation into separate 
product businesses (and profit cen- 
tres) of the main divisions of the 
UK's largest construction equip- 
ment company. 

Appointed to the top posts in the 
new businesses by chief executive 
Martin Coyne, who conceived the 
new organisation with chairman Sir 
Anthony Bamford. the three had 
the unenviable task of sitting down 
together to select their teams. 

“We tried very hard to be fair," 
says Shirman. formerly director of 
manufacturing and product engi- 
neering who is now manag ing direc- 
tor of the new backhoe loader divi- 
sion. (Butler, formerly managing 
director of JCB Sales, is r unnin g the 
new Loadall division, while Appleby 
has moved from purchasing director 
to running the new wheeled loader 
division.) 

Everybody was assessed on eight 
different characteristics and, if the 
three could not agree, they would 
turn to Coyne or personnel director 
Alan Fernyhough for help. 

For Sir Anthony, the process has 
been a revealing one. When making 
a reorganisation such as this, he 
says: “You can't rely too heavily on 
past assessments of people, because 
these tend to err on the side of 
being nice. In a crisis when you are 
laying people off, you look at the 
assessments and everyone is bloody 
marvellous." 

In contrast the much more rigor- 
ous “names-on-the-waU” process 
has brought into focus the team 
players and those who were coast- 
ing. Inevitably, some faces did not 
fit. although less than 10 people had 
to go. But valuable insights into the 
remainder were gained, enabling 
the three new divisional leaders to 
“take a chance ” on some people by 
increasing their responsibilities. 

JCB has had a decentralised 
structure before. In 1984 it broke up 
a previously unitary organisation 
into product divisions, but four 
years later went back to the origi- 
nal structure for its main Rocester- 
based products, which helped to 
tighten management or product 
design and development. The 
smaller divisions such as JCB Land- 
power for agricultural products 
were kept separate. 

The new approach, introduced in 
April, creates divisions which will 
have exclusive responsibility for the 


Andrew Baxter explains how JCB 
reorganised 300 employees into 
separate product divisions 

Selectors' 

choice 



Sfcr Anthony Bamfonfc ‘You ean*t roly too hoavflyon past assessments of people* 


future of the main product lines - 
everything from design and product 
development to marketing. 

Basic manufacturing such as 
welding will still be done centrally, 
but the new divisions will each be 
responsible for painting and final 
assembly. Shirman retains a central 
research responsibility for the 
group, because of the dominance of 


backhoe loaders in the sales mnr 

“With hindsight,” says Sir 
Anthony, “what we didn't do in the 
mid-1980s was to split' the products 
up enough as businesses. We did 
not make them -into proper profit 
centres.” 

The aim is to create multi-disdt- 
plinary teams which . will sit 
together and concentrate solely an. 


one product fine. The hope is that 
by iden tif y in g more do6dy with a 
particular product emptoyees st all 
levels will mntenitand the need for 
increased profitability and be 
.encouraged.to participate inachiev- 
ing it. 

JCB is betting that, as It grows 
bigger, tiffs approach makes better 
sense than having one product engi- 
neering and manufacturing depart- 
ment serving a combined marketing 
and sales division. With marketing 
- a crucial skill in the construction 
equipment industry - how under 
the control of the new profit cen- 
tres, the three divisions’ orify inter- 
nal “customer” is a new sales and 
service division. . 

But there are obvious risks In the 
new structure. Probably the biggest 
danger from decentralisation. Sir 
Anthony accepts, is the dissipation 
of the company’s considerable pur- 
chasing power for parts and compo- 
nents. 

To retain this, one of the three 
divisions will act as “lead, buyer” 
for a particular, component, such as 
engines, and negotiate on behalf of 
all three. But If it makes commer- 
cial sense for one of the divisions, to 
source components separately, it 
will do sa. 

Other concerns include how to 
hvoid duplicating contacts' with' 
dealers, who sell the. entire JCB 
. rangB, and. thus provide the essen- 
. tial link with, end-users and nnh'ftpt 
-trends. 

But the benefits of the new organ- 
isation are already mmtng through. 
“We can move faster The incentive 
to look at_ new Ideas_is_ much 
' greater, 1 * says Butter. * 

Appleby, .who has one -of. the 
tautest tasks at JCB reviving the 
“poor, relation" wheeled-loader 
range, says there were initial ques- 
tion' marks about whether the new 
structure could Tnafco a difference- 
“But we now have much more of 
a team spirit. The one thing in my 
team’s life is wheeled loaders.” 
Alread y the new approach, has led 
to an improvement to quality and 
sparred suggestions from .the- 
about Ttmdiflfarions ' 

The handling of warranties has 
also been chang e d. The new sales 
and service " division charges out 
warranty costs directly to: the new 
divisions, giving th»m an . Incentive 
to fix-a problem quickly and ensur e 
that it does not happan a gain / 

Some grey areas such as training 
re main , but. Sir Anthony believes 
the new approach will bring a 
marked Improvement to ptofitabH-' 

. tty by nest year. 

And that is important for JCB, 
eventoasafiamayiowii^ - 

it does not have a share prico- to 
worry about What it does show hi 
that a company widely admired as a 
rare suaess story to post-war Brit- - 
tea engmeeringis true' to itsiaotto 
-jamais content 
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Tiil;^ Store; while television 
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the next year that Western grass - 
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over by the Bolshoi's massive ^^/ ( H, siayi ? g . 011 ttls oW S 5 ^ 11 
spectacular. Ashton was. as It Of Four own sitting 

were, creating “blind^\ with Xi? 0 * 01 your tolevision. At 
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sometimes secret way - von SIT pi 5 Perly chme<1 Sancerre, 
have to watch cWlv *„ 7 caa SSJEff 6 .** 0 “?* at behind you 
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Going Out versus Staying In 


Jate because it 

year that Western 
audiences were to be bowled 
over by the Bolshoi's massive 
spectacular. Ashton was, as it 
were, creating “blind", with 
?° pre-conceptions. The result 
is small-scale, poetic in a 
sometimes secret way - you 
have to watch eksely to see 


leave you in two minds. Certainly 
there are aspects of live entertain- 
ment that television, fails to convey, 
but the incidentals, at least in a big 
city - travel, tickets, food and drink, 
fellow members of the audience - 
can be enough to make you vow 
never to relinquish the old green 
sofa again. 

In comparing the two experiences 
we do tend to underestimate the 
sheer convenience of television. In 
London today, unless you have a 
chauffeur, the only way of being 
sure you can reach any venue and 
park close by is to drive a motor- 
cycle, and not everyone is as gamp 


w waits closely to see «» t*u». uuae is iu unve a. motor- 

certain - little choreographic Sns^^m JS?^ 8 sexu ^/ ela ‘ eyc ^ e ' and not everyone is as game 
marvels that Ashton offers - 2wtf^ n ?f22P*h« his Ef^ s ’ ^ T3uD]ile F when it comes to 

wrtwss the baU-room duet for bit and «t 016 **? 15 ne * fi £ a ' . ri ding pillion, (Yes, when necessary 
the lovers - and nTttnntoii 0 ^ at F° u have all the to evening dress.) You can easily 


the lovers - and ultimately a 
production that does not peck 
enough emotional punch. With 
the Danes, the playing was so 
true, so detailed and so natu- 
ral . that the choreography 
wjm on Its own terms. With 
ENB, it looks like Lamb’s 
Tales from Shakespeare - a 
few highlights, and an awful 
lot of workaday prose. 

On Monday the men pro- 
vided the chief merits of the 
performance, in T homas Ednr, 
the Romeo, we see the finest 
classical danseur m the coun- 
try (Mukhamedov Is horscon- 
couts). The opening seerie, a 
brief solo for Romeo, is 
enough to reveal Ms qualities. 
Edur displays a refine m ent of 
means, an elegance of style, an 
effortless sense of drama, that 
seem a text-book example of 
the virtues we hope for in a 
danseur noble. What is espe- 
cially grateful to watch is the 
polity and unforced nobility of 
his manner. The dance speaks 
with 'extreme distinction; the 
playing is sure in its effects, 
lyrical in its in tonati on. We 
believe, both in Romeo and in 
the classic dance itself. 

His companions were Tim 
Almaas as a lively, quick-tent- ' 
pered Mercutio, and Stephen ; 
Sherriff as Benvolio. Sherriff i 
has regained that exactness 
and distinction of style - steps 
made to look wttty - thst was 
his as a valued soloist vrith the 
Royal Ballet. From Kevin 
Richmond a menacing Tybalt, 
dangerous to. crass, and qujck 
in feeling: how angry, and 
vivid, his death. . J ‘ -•? - 

The Juliet inas Rebecca Sew- 
ell. Her roadfog t6 'raadt imote 


advantages of umpteen camera posi- 
tions and the zoom lens which are 
denied those who pay the appalling 
Price of a Centre. Court ticket 
What' about the sort of events 
.more commonly reviewed on this 
page though? Can television ever 
hope to provide more than a vague 
idea of the experience of sitting in a 
West End theatre as the house lights 
go down, of being a part of a big 
audience dominated by the big 
screen in a cinema, of feeling the 
expectation in a concert hall as the 
conductor raises his baton? A 
refresher course in Going Out can 


th evening dress.) You can easily 
spend the price of a whole year's 
licence fee on two opera tickets or 
three moderate seats in a Shaftes- 
bury Avenue theatre. In the all too 
accurately named crush bar two 
glasses of ghastly blended table wine 
will cost you around £4, and there is 
a dreadful tendency now to provide 
only -souvenir" programmes which 
means the format of Radio Times 
and a price of £6. 

While you have control over those 
with whom you watch television, the 
same is obviously not true when you 
Go Out If you are fortunate enough 
to be Invited by John Drummond, 


director of the BBC Proms, to sliare 
his box. as we were on Sunday, you 
may find yourself sitting with" Sir 
David and Lady Attenborough - and 
what could be more pleasant. How- 
ever. buy yourself a couple of £25 
seats at the Prince Edward to see the 
Gershwin musical Crazy For You 
and you may find yourself towards 
the back of the circle behind three 
vast teenage girls who continually 
lean forward in their seats, forcing 
everyone behind to do the same, and 
eat sweets out of cellophane bags 
seemingly prepared by some insane 
sound effects department. That does 
not happen with television. 

As for the cinema, on the day after 
we saw Jurassic Park- last week it 
was announced that this had become 
the biggest grossing movie of all 
time in Britain, a fact which scarcely 
surprised us since we had had to pay 
£10 each for seats, not in the West 
End but at the Parkway. Camden 
Town. True, when we left the cin- 
ema there was a pianist playing in 
the bar. supporting the claim printed 
on the back of the tickets that they 
are "Making movie going an occa- 
sion". But it was also true tiiar we 
sat through the film with our feet on 
a thick layer of popcorn, on top of a 
worn-out and badly torn carpet. 
Funny sort of occasion. 

But what about the content of 


these events? Spielberg's dinosaur 
extravaganza is 50 determined to ter- 
rify the life out of you that it pro- 
duces a defiant reaction: "Gam! 
Can't frighten me!" Yet it is one of 
those Jlhns that will lose much of its 
impact when it comes to television. 
Whereas the subtle frights of a 
Hitchcock can be as effective on the 
small screen as the large. Jurassic 
Park relies upon the overwhelming 
size of its cinema images and the 
deafening volume of trillion-track 
Dolby sound for its effect, and those 
will not be available on the box. So if 
you do want to see dinosaurs chas- 
ing children and crunching adults, 
see it in the cinema. Score one, 
reluctantly, for Going Out. 

We happened to see Crazy For You 
on the same night that the Queen 
took her mother for a 93rd birthday 
treat, along with her sister and ump- 
teen other members of the royal fam- 
ily. This created an even more mon- 
umental traffic jam than usual 
around Soho, and thus even more 
smugness among motorcyclists. 
There may have been another effect, 
too: the company seemed to perform 
with abnormal energy’, as companies 
will when the royals are in. Since 
this is a classic American musical 
with a tap line l o-babes long, and a 
great basketful of Gershwin hits - 
“Someone To Watch Over Me". “I 


Got Rhythm", “They Can’t Take 
That Away From Me" and many 
more - the effect was electrify- 
ing. . . or perhaps they really are 
that good every' night. 

Anyway, even without any special 
royal edge, there is something about 
the stage musical which has never 
been transferred successfully to tele- 
vision. To experience the full sense 
of hair-raising exhilaration from, 
say, a massed tap routine you have 
to be in a theatre seeing the thing 
live, with no chance of anyone “dub- 
bing in the taps". The same goes for 
those typically American stage-wide 
dance routines, such as Embraceable 
You in this show, where there is no 
chance, as with television, of cutting 
together the best bits from five 
takes, and the dancers end up. 
chests heaving for breath, with the 
whole house on a roar. Score 
another, very definitely, for Going 
Out. 

As for the Proms, the experience 
varies. When the front promenaders 
rurned round on Monday last week 
and chanted "Arena to gallery: 
tonight's concert can be heard on 
Radio 3" even Mr Drummond 
seemed to think they had a point, 
murmuring "They've been quite 
witty this year". The point was that 
The Hanover Band playing an all- 
Bach programme on period instru- 


ments did not produce a great 
enough volume of sound, some of 
the time anyway, for the marvellous 
and familiar but very large space 
inside the Albert Hall. That said, the 
Concerto for Violin and Oboe, and 
especially Anthony Robson's perfor- 
mance on the oboe, was simply 
splendid, large space or not. But had 
this been televised, home viewers 
would have had no trouble at all 
with sound - as the promenaders' 
message' indicated. Score one for 
Going Out and one for staying home. 

So Going Out emerges from this 
refresher course pretty robustly; the 
vitality of live events and the 
uniqueness of each performance 
score heavily. However, if you throw 
the incidentals into the scales the 
balance tips back dramatically 
towards the old green sofa. And 
what could you see on television in 
the past week? The second part of 
Billy Roche's powerful Wexford Tril- 
ogy. first performed at The Bush, a 
tiny fringe theatre with a name for 
innovation but cramped and uncom- 
fortable seating The third in a new 
series of the amazingly effective 
{even it perhaps because, the con- 
tent can be infuriating) Teenage Dia- 
ries. a form impossible to imagine 
outside television. A repeat of a 
hilarious episode of French And 
Sounders (with the “Looky Likeys". 
a parody of The Exorcist and an 
embarrassingly accurate publisher's 
lunch) and more. Of course watching 
television is not the same as being 
there, but nor is being there the 
same as watching television. You 
miss an awful lot if you go out every 
night. 


Weill success at 
Santa Fe 

Paul Griffiths enjoys a pre-Brecht 
double bill at the Festival 


T he opera best made for Santa 
Fe has to be The Magic FtuSe: 
thunderstorms are almost 
guaranteed to be rolling 
: around the nearby mountains as the 
sky darkens during performances in the 
open theatre, and Sarastro’s crew are 
right at home in a city whose 20th-cen- 
tury psychic history goes back from the 
atamiBMric healers and Eriksonian hyp- 
notists of today to a 1911 Masonic tem- 
ple shaped as a Moorish fantasy in 
strawberry mousse. 

Almost inevitably, the piece is a regu- 
lar hoe. This year’s new production, 
though, - cot away from awesomeness 
and spirituality to side with Papageno’s 
vulgar good sense. Marie Anne Chi- 


assured te chni ca ll y finm laft i ment's Costumes were on the lurid side 


year, and she is ehanatagfeM 
the young girl of the opesdsg 
scenes.- I missed, -though, 
something Inevitable about 
the later action, the signs of 
both bravery, mid despair, and 
of awakened sexnal feelings, 
even In Ashton’s understated 
dances. It is a faffing of this 
version that St-fs- not ecstatic 
enough, does not teO os - as 
Ashton so beauttfuBy did for 
Chloe, Cinderella, and the CM 
Pigeon - about the tatenstty of 
young love. Rebecca Sewell 
must find a way to increase 
the emotional temperature of 
this cool prbdiKtion. ' - 
ENB’s artists bttstied indus- 
triously through group scenes 
that have an underpopulated 
fed, and a utilitarian look in 
Peter Rice’s designs. (Friar 
Lawrence, though, has a con- 
pie of fetching ontfHs.y The 
score sounded very well under 
David Garforth's baton, with a 
strong rhythmic drive that did 
not miss the pungent qualities 
of Prokofiev's writing. There 
was drama here we did not see 
in the choreography. 

Clement Crisp 

ENB presents Romeo and Juliet 
until Aug 14. Casting varies. 


-of^waMtnasK sobes of. scarlet and pur- 
ple for the. adepts, snowy fur and little 
forehead lights that made the boys look 
like Christmas-tree decorations. Re to 
Kidder's staging provided the panto- 
mime that Mikael Melbye, as Papageno, 
knew well how to handle. In such a 
context, Kurt S trek's handsome and 
trots? rally fine Tamino provided a chal- 
lenge that was never resolved. 

As on previous occasions, the festi- 
val’s successes were in areas that the 
place would not seem to suit so well. 
For example, nothing could be less in 
harmony with this relaxed, sunny, nat- 
ural city than the music of Kurt Weill, 
and yet it was a double bill of pre- 
Brecht Weill - The Proiagordst and The 
Tsar has his Photograph Taken, both to 
words by Georg Kaiser - that provided 
the Santo Fe Opera with both its nov- 
elty and its sharpest night The director 
Jonathan Eaton and his designer Rob- 
ert Perdziola set both pieces in the 
1920s of their composition, and so neu- 
tralised the costume-drama tendencies 
in The Protagonist (as Mr Eaton rightly 
pointed oat, toe music speaks of Wei- 
mar Germany, not of the libretto’s Eliz- 
abethan England) while availing them- 
selves of opportunities for a 
comic-glamorous look just right for The 
Tsar. ■ 

' Both works ostensibly have to do 
with persons and personae. The protag- 
onist of The Protagonist is an actor 
whose mood is swung by what he hap- 


pens to be playing. His sister, who has 
been his sheet anchor to truth, finds 
him rehearsing a piece of slapstick, and 
judges this will be a good moment to 
introduce her secret lover. By the time 
she returns, however, the play has been 
changed, and she spills the news to a 
man wrapped up in a drama of sexual 
jealousy. 

In The Tsar people are clear about 
where roles end and reality begins; it is 
the situation that confuses them. The 
tsar, escaping from public duty for a 
moment, wants to flirt with the lady 
photographer whose studio he has 
entered. But the photographer is a dis- 
guised anarchist, and her camera is 
loaded with a pistoL All through, both 
pieces, then, there is a weapon waiting 
to go off: the febrile actor's capacity' to 
carry' out in- life the deeds of murderous 
revenge he executes on the stage, and 
the weapon in the photographic appara 
tus. What makes for catastrophe in The 
Prwogonisr is in The Tsar a joke. 

Yet musically the pieces are more 
similar than that might imply. Writing 
very much In the wake of Busoni and 
Hindemith. Weill shared their ideal of 
music moving over its own planes aside 
from the dramatic continuity, and the 
Santa Fe double bill pointed up how 
much of the familiar Brecht-Weill irony 
- the ostinatos, marches and dances, 
the embittered harmony - came out of 
those musical exemplars and was in 
place More the composer met the play- 
wright to match him. In accordance 
with the precedence of pure music - or 
rather of impure music - the chief 
glory of The Protagonist is its pair of 
mim e sequences: spiky wind music for 
the farce, and ominously seductive 
hints from the cello of a slow uncurling 
line in the tragedy. The score was beau- 
tifully played here under George Mana- 
han . 

On the vocal side this opera is. fit- 
tingly, a vehicle for the protagonist, 
and Jacque Trussel seized it with a fury 
of intensity. In The Tsar. David Mails 
offered a nice contrast of bluff jollity. 
He was also a ready Marcello in the 
charming revival of La BohOme that 
boasted too a bright Rodolfo from Mar- 
tin Thompson and an excellent orcbes- 
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■ BAYREUTH 

in the absence of The Ring, interest 
this year focuses on a new 
production of Tristan imd Isolde, 
marking role-debuts for Siegfried 
Jerusalem and Wattraud Meier. Max 
Loppert, writing on this page about 
the first night said that although 
Jerusalem’s voice might be 

considered light by traditional 

Heidentenor measurements, he had 
mastered the art of Wagner pacing. 
Meier, he said, sounded not just 
beautiful, but aptly in character, 
capable by rums of imperious 
flourishes, anger-heated suites, 
soft romantic raptures - as if sne 
had lived long with the character 
and inside the text before 
both to the public. Hamer Muflar’s 
first-ever opera production, designee 
Erich Wonder, was described 
as abstractor interesting, emotionally 
distancing and centrally unrarrsantic. 
As ir the 19fl1 PonneHe production, 
the conduct or is Daniel Barenboim. 
The programme also includes 
Parsifalconcucted by James Levine, 
with Deborah PoiasW as the new 
Kundry. Poul Elming and Linda 


Firmie join the cast in Werner 
Herzog's 1987 staging of Lohengrin. 
Donald Runnictes conducts 
Wolfgang Wagner’s 1985 production 
of TannhSuser, with a cast led by 
Wolfgang Schmidt, Tina KIberg, 

Eike Witm Schulte and Manfred 
Schenk. Giuseppe SinopoU conducts 
Dieter Dom’s 1990 production of 
Der fliegonde Hollander, with Bemd 
WeiW as toe Dutchman and Sabine 
Hass as Sen ta. Ends Aug 28 
(0921-20221) 

■ BERLIN 

This year’s festival (Aug 31 -Sep 
30) is a meeting point between 

Europe and Japan, with 
performances by Tokyo Ballet. New 
Symphony Orchestra of Tokyo, 
traditional Kabuki and Noh theatre 
companies and other Japanese 
ensembles. There are concerts 
conducted by Abbado, Ashkenazy. 

Barenboim, Maazet, Norrington, 

Sanderling and Termstedt,' plus 
Beethoven piano recitals by Brand el 
and Polllni (Berliner Festsptete 
KartenbOro, Budapest er Strasse 
50, D-10787 Berlin. Tel 030-254890 
Fax 030-254 8911) 


besancon 


Besanpon's prestigious conductors' 
competition coincides with its annual 
music festival, which runs this year 
from Sep 4 to 17. Guest ensembles 
include the Czech Philharmonic 
under Gsrd Albrecht, the Hilliard 
Ensemble, the Orchestra National 
de France under Charles Dutoit and 
the Orchestra National de Toulouse 
under Michel Plasson. There win 
ateo be a special Maurice Ohana 


commemorative concert given by 
Les Percussions de Strasbourg 
(8181 8226) 

■ CASTELLDE 
PERALADA 

The gardens of this Catalan castle 
north of Barcelona are the beautiful 
setting for an annual festival of 
opera, dance and concerts. The 
programme includes a recital by 
Anne Sophie Mutter (Aug 16), and 
concerts featuring Jordi SavaJI (Aug 
14) and Alicia de Larrocha (Aug 21). 
The final concert on Aug 23 is given 
by the St Petersburg Philharmonic 
Orchestra under Yuri Temlrkanov 
(072-538125) 

■ HEIDELBERG 
This year’s open-air festival at 
Heidelberg Castle features 
productions of Cav and Pag, 
Romberg's The Student Prince (sung 
in English) and Haydn’s rarely 
staged L'isola disabitata. ftagna 
Schirmer gives a piano recital on 
Sun morning. Eastman Phitharmonla 
Orchestra gives a concert of 
Vaughan Williams, Mozart and 
Beethoven on Aug 18. Ends Aug 

31 (Tel 06221-583521) 

■ HELSINKI 

The festival, celebrating its 25to 
anniversary, opens on Aug 24 with 
a Helsinki Philharmonic Orchestra 
concert featuring Karan Armstrong 
as soloist In Schoenberg's 
Erwartung. Esa-Pekka Salonen 
brings the Swedish Radio Symphony 
Orchestra for two concerts, and 
other concerto are conducted by 



The Proms /Andrew Clements 

Youth Orchestras 
young and old 

N o doubt of the high- of each episode and transi 
light of this Proms Yet Abbado’s for detail is 
season so far. The stantly engaging, and his 
appearance of the ity to slot each fieurativi 


David Malis as the Tsar in the Weill double bill 


tral performance, perceptive and 
sophisticated, under John Keenan. 

John Crosby, moving spirit or this 
festival for 37 years and unashamed 
Strauss nut, conducted a luscious 
Capriccio that was elegantly presented 
by the director Willy Decker and 
designer Wolfgang Gussmann as a play 
of vivid facsimiles - 18th-century ladies 
and gentlemen in white, ivory and sil- 
ver - within a blank, space of effulgent 
blue. The frank realism of these peo- 
ple’s behaviour - their evident belief in 
themselves - was thoroughly beguiling, 
and yet they were placed in a nowhere. 
They were clouds singing about clouds. 

As such they were the perfect crea- 
tures for this opera in which the audi- 
ence is invited into a long, lingering 
enjoyment of knowing pretence. All 


that was wanted was more cream and 
radiance in the singing. Sheri Greena- 
wald as the Countess had a potentially 
lustrous performance checked by the 
need to control Dare and vibrato. Mark 
Thomsen and James Michael McGuire 
as the composer and poet were eager 
young blades, without suggesting that 
their music might exceed expressive 
need. But Richard StilweH’s amused 
urbanity was entirely enough for the 
Count, and Eric Halfvarson was ideal as 
the old pro La Roche, robustly in com- 
mand of the interior theatre, the box j 
within a box. where he offered his 
dancer and Italian duettists. Whether 
they all knew they were similarly on 
show - personae not persons - was a 
question left poised exquisitely in the 
air. 


N o doubt of the high- 
light of this Proms 
season so far. The 
appearance of the 
Gustav Mahler Youth Orches- 
tra under its founder Claudio 
Abbado at the Albert Hall on 
Monday not only brought a 
richly concentrated account of 
Bruckner's Fifth Symphony 
but also the treat of Dmitri 
Hvorotovsky singing Musorg- 
sky's Songs and Dances of 
Death in Shostakovich's 1962 
orchestration. Hvorotovsky’s 
approach may owe much to 
Boris Christoffs (and to Shaly- 
apin’s) model - a touch of his- 
trionics in the outer songs, 
smooth sensuous lyricism in 
I the central pair - but his bur- 
nished tonal range, effortless 
phrasing and sustained concen- 
tration were all utterly instinc- 
tive. The effect may have been 
generalised rather than spe- 
cific. for he did not pay too 
much attention to the weight- 
ing of the words, but the sheer 
sound quality and vocal pres- 
ence were overwhelming. 

The Gustav Mahler Orches- 
tra convened for the first time 
in 19S6; designed originally as 
a platform for young musicians 
from Eastern Europe, it is now 
open to East and VVesL The 
tonal blend is certainly the 
familiar international one, and 
with an 3ge limit of 26 the 
orchestra has very much the 
feel of a professional band, yet 
one fuelled by an enormous 
sense of commitment and 
unity of purpose. 

Abbado’s Bruckner has gen- 
erally received less attention 
than his Mahler, he may have 
conducted the composer less 
consistently, but early in his 
career he made a memorable 
recording of the unfashionable 
Second Symphony. To some 
tastes his approach may now 
seem too interventionist; 
instead of the serene unfolding 
of the first movement of the 
Fifth a fairly brisk tempo was 
set for the introduction and 
there was an urgent prompting 


Marek Janowski, Leif Sag erst am 
and Hans Drewanz. Recitalists 
include Julian Bream, Jessye 
Norman and Cecilia Bartoli. There 
are also performances by Ingun 
Bjdmsgaard Dance Company, 
Susanna Unka Dance Company 
and the Avangil Ensemble, which 
brings classical and modem Islamic 
music from Turkey. Ends Sep 12 
(664466) 

■ LA ROQUE 
D’ANTHERON 

The castle grounds ot La Roque 
d'Anto6ron, equidistant from 
Avignon and Marseilles, are the 
peaceful setting for a piano festival 
which has been gathering 
international renown since it was 
founded eight years ago. This year's 
programme includes anniversary 
celebrations of Grieg, Tchaikovsky 
and Rakhmanlnov, a cycle of 
Schubert sonatas on modem 
concert grand and fortepiano, a 
Debussy series using period 
instruments and introductions to 
Medtner and Corigliano. In tonight's 
concert, Jos van Immersee! plays 
Debussy's Preludes Book I on an 
1897 Hferard piano, followed 
tomorrow by Philippe Cassard 
playing Book !i on a 1900 Bechstein. 
The line-up of artists over the next 
two weeks includes Nicolai 
Demidenko, Michel Dalberto and 
Stephen Hough. Ends Aug 22 (4250 
5115) 

■ RHEINSBERG 

The chamber opera festival founded 
by German composer Siegfried 
Matthus in toe idyllic surroundings 


of Rheinsberg Castle, 90km north 
of Berlin, is now in its third year. 

The formula is simple: bring 
promising young singers and 
musicians together for a month of 
rehearsals and workshops with 
experienced performers, against 
a backdrop of castle, lake and park. 
The results are shown in two opera 
productions. This summer’s 
repertory is Matthus’s 1966 
arrangement of Monteverdi's Ulisss, 
staged by Frank Matthus and 
conducted by Richard Bradshaw 
{final performance tonight), and Carl 
Orff’s Die Kluge, staged by 
Hans-Peter Lehmann and conducted 
by Horia Andreescu (seven 
performances between Aug 13 and 
22). Tickets can be bought at 
Rheinsberg or from Thestershop 
Ticket System in Berlin tel 030-463 
1022. 

■ SCHLESWIG 

HOLSTEIN 

Like a musical mosaic, the festival 
spreads out from Hamburg, Lubeck 
and Kiel to some of the most 
attractive towns in northern 
Germany, in venues with a more 
local atmosphere than most 
international festivals. There is a 
strong Polish influence this year, 
with three Polish orchestras touring 
the region and performances of 
Szymanowski, Penderecki and 
several less familiar compatriots. 
Tonight and tomorrow, Giuseppe 
Sinopoli conducts the Phllharmonia 
Orchestra In Kiel and Hensbung. 
Jessye Norman gives a recital on 
Fri in Flensburg. Andre Watts gives 
a piano recital on Sat in Haseldorf 
and on Sun in Kiel. The line-up over 


the next ten days includes Anne 
Sophie Mutter. Shura Cherkassky, 
Igor Oistrakh, Gidon Kramer, Christa 
Ludwig and Yehudi Menuhin. Gunter 
Wand conducts the North German 
Radio Symphony Orchestra In toe 
closing performances of Bruckner’s 
Eighth Symphony on Aug 21 and 
22 in Lubeck (0431-567080) 

■ SAN SEBASTIAN 

Highlights of this year’s festival (Aug 
16-Sep 2) include Pier Luigi Pizzi’s 
Monte Carlo production of La 
traviata, the St Petersburg 
Philharmonic Orchestra, Spanish 
National Orchestra with its chief 
conductor Aldo Ceccato, a series 
of organ recitals devoted to the 
works of Messiaen, and church 
concerts featuring the Hilliard 
Ensemble and others (Quincena 
Musical, Teatro Victoria Eugenia, 
Reina Regenta s/n. 20003 San 
Sebastian, Spain. Tel 043-481238 
Fax 043-430702) 

■ WARSAW 

Despite the presence of chamber 
ensembles from Lithuania, 
Czechoslovakia and the 
Netherlands, this year's Warsaw 
Autumn contemporary music festival 
(Sep 17-25) has a less international 
look than in the past two years, 
apparently because of economic 
problems. Nevertheless, the festival 
continues to provide a worthwhile 
international platform for Poland's 
lively contemporary music scene, 
with prominent contributions from 
Penderecki. Lutoslawski and Gorecki 
(Warsaw Autumn, Rynek Star ego 
Miasta 27, 00272 Warsaw. Tel/Fax 
022-310607) 


of each episode and transition. 
Yet Abbado's for detail is con- 
stantly engaging, and his abil- 
ity to slot each figurative ele- 
ment into a comprehensive 
scheme paid huge dividends in 
every movement. The final 
pages, with the Mahler Orches- 
tra's brass uninhibitedly prom- 
inent. were an authentic tri- 
umph. 

★ 

On Sunday Britain’s own 
National Youth Orchestra had 
brought one of its typically 
hefty programmes to the 
Albert HalL It began and ended 
with MusorgsUy's Pictures at 
an Exhibition, which both 
Radio 3 continuity and the 
Radio Times appear to have 
decided should be called Pic- 
tures from an Exhibition: Shura 
Cherkassky played the original 
solo-piano version at the start 
of evening - a mannered 
account, surprisingly drab by 
Cherkassky's standards - and 
the NYO under Matthias Bam- 
ert closed the concert with a 
glittering, extrovert Ravel's 
orchestration, propelled at a 
pace that was as hasty as the 
pianist's had been laboured. 

Cherkassky also appeared 
with the orchestra in Gersh- 
win's Piano Concerto, in which 
he seemed much more relaxed, 
winningly shaping the work's 
store of melodies and evidently 
relishing the extra succulence 
which the NYO's over-size 
complement of strings brought 
to the textures. Bamert led the 
orchestra through the thickets 
of Gawain 's Journey, the 
orchestral study fashioned 
from Birtwistle's opera. It was 
a remarkably assured account 
of a spectacular piece, and the 
young players took the solo 
roles - euphonium, flag® I horn 
and oboe are allotted the vocal 
lines incorporated into the 
orchestral textures - with 
enormous relish. 

Royal Albert Hail and BBC 
Radio 3: Monday's concert 
relayed on BBC 2 


ARTS GUIDE 

Monday: Performing arts 
guide city by city. 
Tuesday: Performing arts 
guide city by city. 
Wednesday: Festivals 

Guide. 

Thursday: Festivals Guide. 
Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 

(AH times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730: 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 

Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030: 0130 

Friday Super Channel: 
European Business Today 
0730: 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130: 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 19DD 
Sky News: West of 
Moscow 0230: 0530 
Sky News: Financial Times 
Reports 1330; 2030 


with a 
on dis- 
is will- 
of the 
frigate 
inority 
ie price 
How- 
s have 

of the 
g divi- 
je was 
of Sin- 
policy. 
?en put 
ease a 
tion to 

re over 
vlr Sel- 
job of 
989. he 
ominai 
ir. and 
ake up 
rtment 

search 
urities. 
ldbury 
ms, in 
just a 


one of 
er elec- 
anufac- 
pointed 
og sec- 
m con- 
531.7m. 

xrorded 
inuing 
or 52 
d reve- 
in the 
dm last 

spec ted 
ofits of 
i latest 
te esti* 
? cents. 

■ York, 
len $1*4 

e mud- 
ne-time 
irter, it 
scontm- 
).lm. A 
Jains of 
a Japa- 
rtly off- 
nrinued 

.Tandy 
ter net 
1. com- 
ime of 
jar ear- 

income 
rations 
i cents, 
±e pre- 



¥Siig|?*»3.**£t MiIS88?rS|i list IjSSiSiti iiim$aiSirniBfS= “‘‘SSSimflMHa* 6» i= limsi Selca8i«iW'.“ii»a* , «»f8is a *ss*s«s5**3«"“' 


ciMAMriAT. TI7V1ES WEDN^nAV AUGUST j. 


!993 


Edward Mortimer 



Belgium as 
such seems to 
inspire little 
affection, in 
either of its 
main linguis- 
tic communi- 
ties, I wrote in 
the Weekend 
FT of July 31- 

Bad timing. That very day 
King Baudouin died, and his 

death unleashed a great out- 
pouring of national grief, in 
which, it seems. Dutch-speak- 
ing Flemings and French- 
speaking Walloons joined quite 
indiscriminately. In a country 
of only 10m people, hundreds 
of thousands queued outside 
the royal palace to file past his 
body. 

A cartoon in Le Monde 
showed Flemings and Walloons 
approaching the palace from 
different directions in separate 
queues, but emerging on the 
other side as a single, tearful 
cortege. That may be jumping 
quickly to conclusions, as the 
paper's correspondent admit- 
ted nest day. “It is too soon." 
he wrote, "to count the Iniitar- 
ists' and the ‘separatists', since 
the latter could hardly show 
themselves at a funeral." 

Certainly there is no easy 
way to tell how many of those 
who stayed at home in front of 
their TV sets approved the atti- 
tude of the Ylaams Blok, the 
Flemish separatist party, 
which did officially boycott the 
ceremonies; and even those 
who did feel a pang of respect 
for the dead king as a person 
were not necessarily trans- 
formed thereby into fervent 
Belgian patriots. 

But two conversations from 
my recent journey through 
Belgium came immediately to 
mind when I heard of the 
king's death. One was with an 
old family friend, completely 
non-political, who is herself 
very much a Walloon but had a 
Flemish mother. What's the 
future of this country. I asked, 
and her answer took me by 
surprise: "Personally I doubt if 
it’ll survive the present king. 
To my min d he’s a kind of 
saint." 

The other conversation was 
with a Belgian about as differ- 
ent from my friend as one 
could imagine: Mr Guido 
Sweron, director of the Flem- 
ish cultural centre in Fouron 
Saint-Martin (or, as he would 
prefer to call it. St Martens 
Voeren). one of sis predomi- 
nantly French-speaking til- 
lages that somehow got 
included in the Flemish prov- 
ince of Limburg back in 1962. 


A king 
and his 
people 

Belgium's late 
monarch was a 
rare symbol of 
national 
identity 

and whose destiny has been a 
bone of contention in Belgian 
politics ever since. 

Mr Sweron is what the Wal- 
loons call un flaminguant. 
That is to say, he is not just 
Flemish but militantly so. In 
his office he keeps a large map 
showing practically the whole 
of eastern Belgium as the 
Duchy of Limburg, as Indeed it 
was a few centuries ago. iLim- 
bourg. the original seat of the 
duchy, is now in the heart of 
VVallonia. east and south of 
Liege.) 

‘Belgium is kept 
alive for the king, 
some capitalistic 
powers - and for 
Brussels’ 


He argues that the people of 
this area were all historically 
Flemings, but that those in the 
southern part have been forci- 
bly Frenchified over the centu- 
ries to the point where they no 
longer properly understand 
their own identity: and he 
seems to think that this enti- 
tles. indeed obliges, the state to 
ignore what the inhabitants 
think about themselves now. at 
least until they have had a 
good dose of Flemish reindoc- 
trination from people like him- 
self. 

" Belgium,’ Mr Sweron said, 
“doesn't make any sense any 
more: it's just kept alive for 
the king, and for some capital- 
istic powers - and lor Brus- 
sels." 

Poor old king. I remember 
thinking. Half his subjects 
believe he’s a saint, keeping 
himself alive for Belgium's 
sake, while the other half 
think Belgium is only being 
kept alive to give him a job. 
But both seem to agree that. 


apart trom him, or apart from 
the monarchy, there is pre- 
cious little of Belgium left. 

Only the royal family now 
escapes the otherwise absolute 
division of the country into lin- 
guistic communities. No one 
else is allowed to be just Bel- 
gian- You have to be either 
French-speaking or Dutch- 
speaking (unless you belong to 
the tiny German minority on 
the eastern frontier.*; it is in 

that capacity that you vote, 
receive education, and even 
serve in the armed forces. 

I asked Mr Sweron whether 
the real aim of Flemings who 
thought like him was to 
reverse the 1830 revolution, 

which brought Belgium into 
existence, and reunite the 
Dutch-speaking part of the 
country with Holland. 

“No." he said. “It’s not neces- 
sary for us to join Holland, or 
for them to join France. We 
thought the solution was to get 
a federation here in Belgium 
but. since we are building a 
federation in Europe, if we give 
40 per cent of the power to 
Europe and 40 per cent to our- 
selves fie. to the provinces] it’s 
not worth keeping Belgium 
just for 20 per cent,’’ 

So there you have it. Behind 
Belgium’s enthusiasm for a 
federal Europe lurks the hope 
of Flemings and Walloons that 
it will enable them to do away 
with Belgium altogether. 
Which leads me to think there 
might be a connection, if only 
at an unconscious level, 
between the wave of emotion 
that greeted King Baudouin's 
death and the crisis of the 
European exchange rate mech- 
anism. which happened the 
same weekend. 

Perhaps, in expressing their 
grief at the loss of a monarch 
who had become almost the 
only re mainin g embodiment of 
Belgian national identity’, the 
Belgians were reacting to the 
discovery that a federal Europe 
is not after all just round the 
comer. Perhaps some of them 
are thinking that a nation- 
state, even a rather artificial 
bilingual one. may have its 
uses for a while longer. 

Personally I hope so. I like 
Belgium. Bilingualism, which 
many Belgians find irksome, 
strikes me as something to be 
envied. The interplay of Gallic 
and Flemish culture in the 
Low Countries has been going 
on for a thousand years or 
more, and has produced some 
of Europe’s greatest art. Com- 
plete separation on linguistic 
lines would be a sad way for it 
to end. 


T yne Tees Cash and 
Carry, based in a con- 
verted telecommunica- 
tions factory in 
Middlesbrough, has prospered 
during the recession by selling 
cheap, basic foods to small 
retailers. Mr Munir Ahm ad, 
one of three brothers who run 
the £59m-turoover company, is 
confident of expansion, despite 
the uneven pace of recovery in 
the UK economy. 

On the other side of England, 
Warwick Fabrics, a textiles 
company with 20 employees in 

Bourton-on-the-Water, Glou- 
cestershire. spreads its Eta 
annual sales over 45 countries. 
In the past six months. It has 
increased staff by a third. Mr 
Cameron Warwick, sales direc- 
tor, says: “We’re young, enthu- 
siastic and aggressive." 

In the East Midlands. Mr 
Geoff Duck, managing director 
of specialist engineering group 
Loughborough Sound Images, 
says “things couldn't be bet- 
ter" after the company's 40 per 
cent growth last year based on 
sales to big electronics groups 
such as Motorola and GEC. 

These anecdotes illustrate 
the optimism among many 
small businesses as Britain 
enters what the Bank of 
England yesterday called a 
•gradual recovery". 

Small companies - those 
with fewer than 200 employees 
- have been worse affected 
than big ones during the poor 
economic climate of the past 
three years, both in terms of 
falling output and in the num- 
ber of business failures. But a 
survey last week from the Con- 
federation of British Industry 
says that the small manufac- 
turers which have survived are 
more likely than larger groups 
to increase staff and invest- 
ment in the next few months. 

A similar message came 
from another survey last 
month of nearly 9.000 compa- 
nies in both manufacturing 
and services conducted by the 
British Chambers of Com- 
merce. It said small companies 
- which account for roughly 
three-quarters of the (JK work- 
force - had increased their 
staff in the second quarter, 
while bigger groups continued 
to reduce employees. 

In (he case of those small 
British businesses which are 
prospering, their relative suc- 
cess can be explained largely 
by the following factors: 

• vaiue-for-money products or 
services that suit recession-hii 
customers; 

• bias towards exports, which 
have been an important factor 
behind recent UK growth, 
helped by the depreciation in 
sterling following Britain's exit 
from the European exchange 


Patchy climate 
of confidence 

The conditions for a small business revival in 
the UK seem to be in place, says Peter Marsh 
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Recession -beaters: Gus Coolton (left) of McBride’s and Malcolm Brmphy of Dimphy Combustion 
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rate mechanism, and the con- 
sequent fall in interest rates: 

• specialist activities directed 
towards big companies, which 
have shed staff during the 
recession and have become 
more dependent on subcon- 
tracting: 

• eagerness of staff to show a 
flexible approach to work, 
partly because they fear unem- 
ployment which, in spite of the 
recent five-month drop of 
33,100. remains high at 2 -Sim: 

• enthusiasm from the people 
in charge of the companies, 
who often own a majority 
siake and so have a strong 
financial incentive to see their 
businesses do welL 

One company exhibiting sev- 
eral of these characteristics is 
Dimphy Combustion, a family- 
owned maker of low-pollution 
burners for boilers and central 
heating equipment, based in 
Rochdale. Lancashire. It has 
grown rapidly in the past three 
years, exporting 93 per cent of 
its products. 

Mr Malcolm Dunphy, who 
set up the company 29 years 
ago. gives his sales staff twice- 
weekiy German lessons to help 
them in continental markets. 
He has also started building 
what will be a Elm research 
centre "to turn Rochdale into 
the Silicon Valiev for environ- 
mental technology". He says 
UK manufacturers “are so used 


to thinking they are inferior, 
they don't appreciate the 
export opportunities’’. His com- 
pany is budgeting for a 50 per 
cent increase in turnover this 
year, mainly on the back of 
orders from Germany for cen- 
tral heating equipment. 

Even though the evidence 
from small companies as 
Dunphy points to better times 
ahead for the sector, the CBI 
and chambers of commerce 
surveys underline the fact that 
big, rather thaw small compa- 
nies have been in the lead in 
pushing up output in the first 

‘Opportunities for 
a sustained 
recovery depend 
on the small 
business sector’ 

half of the year. 

Mr Richard Brown, deputy 
director-general of the cham- 
bers of commerce, explains 
that, in the early phase of 
recovery, bigger groups would 
be expected to increase orders 
and output faster than their 
smaller counterparts. This is 
because their greater 
resources, in terms of produc- 
tion lines and marketing staff, 
can be activated more easily 
on signs of higher demand. 


But he is cheered by signs of 
higher recruitment by small 
companies. “The opportunities 
for a sustained recovery very 
much depend on the small 
business sector," says Mr 
Brown. 

Even so, the sector as a 
whole is a tong way from, being 
pronounced healthy. Bankrupt- 
cies among small traders 
totalled 2L678 in the first half 
of this year, up 125 per cent on 
the same period last year., 
according to business-informa- 
tion company Don & Brad- 
street. 

Yet the rate of formation of 
small companies is high. 
According to the chambers of 
commerce, precise figures for 
new business starts are hard to 
come by. It says that as. a 
rough rule, about 10 per emit of 
the 2m or so small businesses 
collapsed each year during the' 
recession, only to be replaced 
by new ones at about the same 
rate. More recent evidence is 
that company starts may be: 
increasing. 

Jordans, which specialises in 
analysing business start-ups 
based on registrations from 
Companies House, says in the 
first six months of the year. 
55,567 companies ware started. 
This was 55 per cent up on the 
first half of 1992 and the first 
rise since the recession began 
about three years ago. - - 


Mr Stephen Alambritis of the 
58.000-member Federation of 
Businesses, says positive 
factors helping the sector 
include brighter economic 
prospects and signs of greater 
pfiowriat support by the banks. 

Although small companies 
to complain about the 
difficulties of increasing their 
overdrafts and getting new 
loans, the banks say they do 
have money to food and that 
bad debts are now less of a 
problem. _ , 

National Westminster Bank, 
which claims to handle the 
accounts of 30 per cent of new 
email businesses, says that the 
outlook for the sector is "cau- 
tiously optimistic", with its 
own figures indicating that 
start-ups so for this year are 
slightly higher than in the sec- 
ond half of last year. . . 

Illustrating the generally 
brighter prospects for the sec- 
tor Manchester-based Mother 
Hnbbard Cakes, which started 
in 1979 and makes cakes for 
supermarkets such as Asda 
and Kwik-Save, is operating its 
second -hand cake . plant 24 
hours a day. ft has expanded to 
annual sales of £2 .5m and 
taken on a third of its 90 staff 
in the past year. 

“We ran take out 25 per cent 
of our competitors’ . costs, for 
example by cutting, down on 
packaging; -and stffl make an r 
adequate margin," boasts Mr 
Philip Wilson, managing direc- 
tor. 

Another who claims the 
recession has helped is Mr Gus 
Coolton. who started London- 
based McBride’s Design Con- 
sultants atone in 1989. and now 
employs 10 people. Be under- 
cuts bigger rivals because bis 
employees each do a range of 
jobs from design work to chas- 
ing up isvwoas. - • 

But can the generally good 
progress of these small compa- 
nies last? 

. A large part of the answer 
depends on the overall eco- 
nomic and confidence 

levels among consumers and 
teg ^ppanta t. Figures out this 
week showed a new willing- 
ness among consumers to bor- 
row with total coiBumer credit, 
rising in June by £213X0. the. 
hi ghest monthly figure for two 
years. Meanwhile, many large 
companies are confident Hut 
their output may rise shghtiy 
over the next year.' . . 

Ascmatog Anther reductions 
in interest rates across Europe, 
which ' will. help export 
" de ma nd, a continuation of bet- 
tor conditions for obtaining 
bank finance and. no. further 
hiccups in the UK recovery, 
the ooBdttions for a smalt busi- 
ness revival atm to be in 
place.'' 
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Group seeks 
consensus 
on bus plan 

From Mr Peter Fay. 

Sir. Your article on London 
First and bus deregulation 
(“Business group attacks plan 
to deregulate London's buses", 
August 9) is misleading in that 
(he paper to which it refers 
does not attack or. for that 
matter, support deregulation. 

As stated in the paper’s 
introduction, its aim is to build 
a consensus around a number 
of practical proposals to ensure 
deregulation capitalises on the 
significant improvements 
achieved in recent years. 

We aim to work in partner- 
ship with others to achieve 
continuing improvements in 
London. 

Peter Foy, 
chairman. 

Transport Steering Group, 
London First. 

5 Cleveland Place. 

London SWIY 6JJ 


Government's code of practice 
contains too many exceptions 


Vocational 
training debate 
needs answers 

From Mr Rodney J Copping. 

Sir. Your leader item, “Leav- 
ing school" (August 10), reiter- 
ates the never-ending debate 
without resolution on voca- 
tional training. 

The plethora of reviews and 
reports has failed miserably in 
identifying a basic require- 
ment. There is a fundamental 
need to make business and 
education interface directly, 
perhaps statutorily, and with 
consistent joint funding. 

The current fragmented and 
piecemeal initiatives, hyped by 
lip service and inadequately 
funded, will leave vocational 
training as it has been 
regarded for a hundred years - 
an’ activity for the underprivi- 
leged. 

Educationalists and industri- 
alists should stop debating 
where responsibility lies and 
jointly commit substantial 
resources to a long-term strat- 
egy for educating and training 
our future workforce. 

Rodney J Copping, 
director. 

Qualitair Training Services. 
Tudor Grange. 

Blossomfield Road. 

SolihulL , 0 . 

SVesf Midlands B91 ISA 


From Mr Maurice FranJceL 

Sir, May I enter some reser- 
vations about John Wffl man ’s 
optimistic account of bow the 
new voluntary open govern- 
ment code of practice will work 
under the ombudsman’s super- 
vision (“Eagle eye turned on 
Whitehall’s secrecy", August 
9>? 

Before asking how effec- 
tively the ombudsman will 
secure compliance, it is worth 
asking what precisely there is 
to comply with. Unlike free- 
dom of information laws (FOI) 
overseas the code does not 
offer access to documents. The 
government says it will answer 
questions but not release origi- 
nal paperwork - a fundamen- 
tal defect There is no compari- 
son between, the detailed truth 


of records, assumptions, over- 
sights. calc ulations , contradfc- 
tions and so on, and a brief 
letter giving the department’s 
edited summary. - 

Access under the code will 
be limited to “factual informa- 
tion”. Analysis, projections' 
and the technical advice of 
government experts will be 
withheld. So wifl anything con- 
sidered “unreliable” or “mis- 
leading". Would the monthly 
unemployment figures - whose 
“unreliable” statistical basis 
has prompted innumerable 
recalculations in recent years 
- be available under these cri- 
teria? 

There is also a formidable 
series of exemptions, many 
more sweeping than under FOI 
legis l ati o n. How much of the 


truth will appear in the trickle 
of .remaining facts? - The 
ombudsman might find that 
most secrecy is beyond his 
reach, being permitted by the 
code's over generous exemp- 
tions. 

‘Hie suggestion that only the 
ombudsman and not the courts 
can examine documents pro- 
tected by public interest immu- 
nity certificates is incorrect. As 
roe Matrix Churchill case dem- 
onstrated, a judge can examine 
them and - unlike the ombuds- 
man - order their disclosure 
even if the government objects. 
Maurice Frenkel, 


_ . Freedom 
of Information, 

88 Old Street. 

London EClVSAR 


European leaders shamed 
by failure to help 
defend Bosnian Moslems 


From Mr I S Hutcheson. 

Sir. 1 would like to congratu- 
late Edward Mortimer on his 
article on Bosnia. “Wrong 
order of priority" (August 
4). 

Every time that the topic of 
Bosnia is raised I feel a deep 
sense of personal shame and 
humiliation as a result of con- 
tinuous violations of the most 
basic tenets of civilisation 
going unchecked and unpun- 
ished - shame as a citizen of 
the UK and Europe, humilia- 
tion through anger and impo- 
tence. 

The failure of western 
Europe to respond to flagrant 
racially motivated aggression 
in its immediate area of influ- 
ence, when the west possessed 
overwhelming military power 
to resist or punish it, will be 
condemned by history. 

Europe, with the UK to the 
fore, appears to have contrived 
the military disadvantage and 
ultimate defeat of the Bosnian 
Moslems through an arms 
embargo, knowing that the 
Serbs had obtained the major 
part of the old Yugoslavia’s 
weaponry and also possessed 
an efficient arms industry of 
their own. 

The situation has been mado 
disastrously worse by tantalis- 
ingly assuring the Moslems of 


a fair settlement that would 
not reward aggression. Had we 
told them the truth - that we 
would not allow them the 
weapons necessary to defend 
themselves and would not 
defend them either - they 
would have had to face reality 
and negotiate a settlement 
before the privations and huge 
loss of innocent lives that have 
taken place. 

We can surely only forgive 
Moslems throughout the world 
if they subscribe to a conspir- 
acy theory. If it were not for 
the collective vacillating 
incompetence displayed by our 
leadership, to say nothing of 
lack of moral courage, I could 
easily subscribe to such a the- 
ory myself. I hope ft is not 
true. 

We are living through, a dark 
period of European history 
and the exchange rate mecha- 
nism Is indeed of little relative 
consequence. We Should all 
remember that civilisation is 
precious and one of the few 
things worth fighting for. It is 
only skin deep, the skin has 
been broken and we are haem- 
orrhaging. 

IS Hutcheson, 
chairman, 

Acatos & Hutcheson, ■ 

50 Cumberland Mills Square. 
London EJ43BJ 


Monetary union 
may not be so 
hard to achieve 

From Mr Ian Harden. 

Sir, Commentators on the 
recent changes in the exchange 
•rate mec h a nism seem largely* 
agreed that monetary union 
nas become less tikely. Some 
nave even claimed that the 
Maastricht process is now 


Careful reading of the treaty 
and its protocols may suggest a 
different picture. 

Article 3 of the protocol on 
tee convergence criteria speci- 
fic that: “The criterion on par- 
ticipation in tfie exc hange rate 
mechanism. . . shall mean 
that a ^ member state has 
respected the normal fluctua- 
tion margins provided for by 
tee exchange rate mecha- 
“Kn. , . without severe ten- 
sions for at least the last 
gw years before the examinar 

^Res.to the 
ERM take the fora of a broad- 
®ing of tee “normal fluctna- 
tion marghisVtto criterion 

to rathfir «“*»■ 

tofidfil than was the case . 

fell Hanian 
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Mr Zhu’s risk 
and reward 


» *■* wi* the tasks in 
Twunn un Square and conserva- 
tive communists overseeing era- 
nomic retrenchment after a boot 
of reform, the world swung sud- 

tremak ms op timism 
about China’s prospects to deepest 
gloom. The darkness which was 
fjetfnning.to lift from the Soviet 
Woe seemed destined to envelop 
China indefinitely. On the eco- 
nomic front, these fears soon 
proved unjustified: reforms 
resumed. In viewing the" authori- 
ties present attempts to slow the 
resulting upswing; those who have 
beffli in awe of China’s economic 
miracle should not agate lurch 
towards unwarranted pessimism. 

To be sure, the future is uncer- 
tain and, for many Chinese, not so 
bright The government continues 
to trample without qualm an the 
rights of its citizens. There is 
increasing unhappiness among the 
900m-strong rural population. Any 
senior figure's grip on power mngf 
be regarded as tenuous given the 
turmoil which could follow the 
death of Mr Deng Xiaoping. 

However, there is an essential 
difference between the austerity 
measures of 198&89 and the pres- 
ent: this time the economic 
reformers, not the hard-Itoere, are 
in charge. Mr Zhu Rongji, chief 
executor of economic reform, is 
both senior vice premier in charge 
of the economy and governor of 
the central bank. His future 
depends on Ms ability to prevent a 
chaotic hard landing for the econ- 
omy. This means facing down 
both provincial bosses who must 
curb ambitions for growth, and 
powerful people within the Com- 


munist party who have lined their 
P^ckots.to the good .times. But ft 
does not mean wresting back con- 
trol over the whole economy and 
reverting to central planning. 

The control which Mr Zhu needs 

to regain is - although on a larger 
• f?®* mid with bigger obstacles 
thmfs normal - that which any 
government with an overheated 
economy should seek: to rein in 
the money supply, inflation and 
government spending. Reports 
suggests he is fierce in pursuit of 
ids task, accusing officials of pro- 
viding false statistics and interro- 
gating them about sources of 
fands for development plana He 
has cut off funds which were fuel- 
ling speculation and clamped 
down on excesses such as golf 
courses and luxury villas. The 
property, construction arm steel 
sectors have fid 1 tee effects. 

Mr Zhu’s main focus is rightly 
on the financial system, which has 
been haemorrhaging money, 
partly because of the structural 
inadequacies of state-owned banks 
and. partly through corrupt lend- 
ing. This will give bdm the . oppor- 
tunity to impose more market-ori- 
ented discip l ine on banks, ah 
area which had received little 
attention thus far. 

Inevitably, there is much pain to 
come as Mr Zhu’s measures taka 
hold. But success would mean 
that the swings between, booms 
and busts at home, and euphoria 
and gloom abroad, would become 
less violent. Even if some reforms, 
such as of prices, are delayed, he 
would have smoothed the path of 
economic change which is the 
brightest hope for China's future. 


A sceptical Bank 


THE BANK of England's new 
freedom to publish a quarterly 
and critical commentary on the 
Treasury's economic policy and 
performance is a va luable an d 
thoroughly mriBritish' innovation. 
The unde r ly in g m e ssa g e of yferter- 
day's inflation report seems to tie 
that the government has; not yet' 

the financial markets, or the 
Bank, that it wflT mart Its meffi- 
um-tenn inflating tuny* But Its 
rather elliptical style still makes it 
a challenge to discern what the 
Bank realty thinks. 

In the short-term, the dear mes- 
sage of the Bank’s report h that 
inflationary pressures are not a 
pressing problem for UK economic 
management. Despite nascent, 
recovery and falling unemploy- 
ment, there is still plenty otdsto- 
flation left in the system. Mone- 
tary growth remains sluggish, 
employment is fhllftv and wage 
inflation and Battlements me sub- 
dued. Lower unit labour costs 
have offset the recent rise In 
import prices. 

The Bank’s central projection is 
that underlying inflation . will 
remain within the governme nt 's 
14 per cent target range over the 
next two years. It thus dears the 
way for a further cut in short-term 
interest rates this autumn. 
Assuming that the government’s 
popularity remains low, and the 
recovery remains weak and 
patchy, such a rate cut Is likely to 
be as politically necessary as it is 
economically sensible. 

But the inflation report provides 
a powerful counterweight to the 


idoi teat the recent bond market 
rally Implies that the medium- 
tend- inflation threat has also dis- 
appeared. The rally in long-term 
government bonds has reduced 
nominal yields on gilts by around 
a percentage point since May but 
also knocked a quarter point off 
Index-finked gilt yields. Expected 
-decade — \ 
measured by the gap .between 
and real yields - thus 
remains around S per cent, incon- 
sistent with the government's 
target Tins gap has nar- 
rowed by around half a point over 
the tost three months, bte remains 
frfgfay b efore s terling Tt»ffr the 

exchange rate mechanism last 
-autumn. 

The. Bank provides two explana- 
tions for this market scepticism: 
the Bkehfaood that wage inflation 
will accelerate when the recovery 
asrives, and the risk that some 
future go v e rnm ent will choose to 
monetise Britain's growing public 
debt the Bank offers no advice 
about how to deal with the wage 
problem. But on fiscal policy, it is 
more forthright, hinting strongly 
that the Treasury has not yet done 
enough to cut the budget deficit 

There is a third reason for these 
investor nerves. No sensible 
banker would wilfully impose an 
unnecessarily high burden on 
future tax-payers. But the Bank 
continues to issue gi l ts at a mini- 
mum five year maturity even 
though tiie yield curve is steeply 
sloped. There can be only one 
explanation: in its heart, the Bank 
does not really behove in the gov- 
ernment’s infla tion target either. 


Pricing drugs 


ON THE FACE of it, the UK drags 
industry has been let off lightly 
under yesterday’s proposed five- 
year deal with the Department of 
Health. The 15 per cent price cut 
is less than might have been 
expected, while there has been, no 
tightening of the overall profit 
control mechanism. A 17 to 21 per 
cent target for return o n ca pital 
employed Is generous by compari- 
son with the average 12JS per cent 
earned by British industry as a 
whole. 

But the pharmaceutical price 
regulation scheme cannot be seen 
in isolation. In its attempt to con- 
trol the £3.4bu National Health 
Service drugs bill - which Is grow- 
ing at more than 10 per cent a 
year - the government has also 
curbed doctors’ prescription bud- 
gets and is extending the blacklist 
of medicines it will refuse to pay 
for on the grounds that they are 
too expensive or non-essential. 
The latter plan in particular has 
provoked cries of protest from the 
industry, with dire warnings that 
it could undermine its Interna- 
tional competitiveness while 
harming patient care. _ 

These complaints should, in the 
main , be dismissed. Although the 
NHS's position as neawnonapoiy 
purchaser of prescription drugs m 
the UK could theoretically allow it 
to drive an excessively hanibar- 
raln, there is no evidence that it 
has actually abused its power te 
this way. Rather it has smigift to 

develop a long-term r^tioo^ip, 

which has allowed British phar- 
maceutical companies to invest m 
research and shine in world mar- 


kets earning- £3bn a year in 
exports. 

But at a time when cost-cutting 
Is necessary throughout the public 
sector in order to contain the bud- 
get deficit, it is only right that the 
drugs bill should bear some of the 
strain- To achieve this, it is legiti- 
mate for the government to refuse 
to pay for drugs where cheaper 
but adequate substitutes are avail- 
able or where it is reasonable for 
patten ts to pay themselves. What 
is being proposed is less drastic 
than similar moves to control 
drugs bilk in other countries such 
as Germany, where blacklists are 
broader and doctors’ salaries are 
docked if they exceed their pre- 
scription budgets. 

In so Ear as there is valid criti- 
cism of the government’s 
approach, it is over the way the 
blacklists have been implemented, 
rather than the principle. Because 
there has been no clear explana- 
tion of how drugs will be chosen 
for the blacklist, the industry says 
ft may not go to the expense and 
trouble of launching certain 1 cate- 
gories of drugs out of fear that 
they could be blacklisted, or their 
prices artificially suppressed. 

To avoid this danger, it is impor- 
tant that the government sets out 
openly the criteria for drawing up 
sudi lists and reassures the indus- 
try that innovative new drugs will 
earn premium prices. That way, it 
Will be able to continue its tricky 
balancing act of safeguarding 
patients’ and taxpayers’ interests 
brink* supporting one of the few 
British industries still at the top 
of the world league. 


D 


igging very large 
holes in other people's 
countries is an occu- 
pation that requires 
sensitive political 
as well good mining 


antennae 
skills. 

Few companies know this better 
than RTZ, the largest mining com. 
pany in the world. Its decision ear- 
lier this week to cut its stake te the 
lihir Island gold project in Papua 
New Guinea from 80 per cent to 
only 20 per cent is seen as an act of 
political as well as nomnwre iat cau- 
tion. 

Uhir Island is one of the largest 
gold deposits in the world. But ft 
lies te a country where an RTZ affil- 
iate has already had to close a cop- 
per mine - Bougainville - because 
of local uprisings. The deposit is 
also situated at the bottom of a vol- 
canic crater frill of hot water and jg 
potentially expensive to extract So 
while Lihir Island fitted RTZ's appe- 
tite for large deposits, ft lacked the 
company's other requirements of 
political stability and low cost 
RTZ's business philosophy has 
been boned by decades of experi- 
ence, much of it uncomfortable, 
even bitter. This has taught it to 
take a low profile and be rigorous 
with its sums. It runs its £7bn 
empire from inconspicuous offices 
te the comer of St James’s Square 
in London’s West End, it does not 
plaster Its name over its operations: 
you will search in vain for any . si gn 
of RTZ’s proprietorship at most of 
its mines. Its rhah-mgri, Sir Derek 
Biridn, an undemonstrative but 
tough-minded Yorkshireman, fihmrm 
the limelig ht 

In a recent interview, he said: 
“It’s an emotive business ... We 
don’t like to go in with our heavy 
boots on.” 

But behind the low-key exterior, 
the company’s strategy has a clear 
objective: to secure for RTZ the 
strongest possible position te 
whichever market it decides to 
enter. The company’s global struc- 
ture is held together by tight budget 
controls and short communication 
lines. However, te order to cater for 
the strong local sensibilities of its 
operations, regional managers are 
given a high degree of autonomy: 
they are supposed to know how to 
handle decisions on the ground, 
deal with local politicians, smooth 
the way for RTZ’s plans, set the 
priorities. This allows Sir Derek to 
run a business that has some 67,500 
employees with a headquarters staff 
of only 250 people. 

“It’s hard work, this management 
style,” he says. “We all have to 
travel a lot" 

But if RTZ is now arguably the 
most successful leading British 
company te its field, it only got 
there after painful upheavals. 

It began as a Victorian mining 
finance house which invested te 
new mining ventures, and gradually 
came to own and operate mines 
Itself. A strong period of growth 
came after the merger of Rio 71010 
and Consolidated Zone Corp te 1962. 
But in the 1980s controls weakened, 
and ambitious local barons threat- 
ened to pull the group apart The 
centre had to reassert itself: a 
period of retrenchment followed 
during the mid-1980s, with sell-offs 
and staff cuts. 

The change was also cultural: the 
company traditionally had strong 
links with the establishment and its 
pillars, like Barclays Bank. The 
change brought greater toughness 
and independence, and a clearer 
sense of its objectives. 

RTZ got back into shape just in 
time to pull off the coup that finally 
propelled it to the top of the mining 
league: the 1989 acquisition of most 
of the minin g and minerals 
operations of British Petroleum. 
Th is $S.7bn deal almost doubled 
RTZ’s size and brought it several 
additional businesses, including 
Kennecott, the owner of Bingham 
Canyon I11 Utah, one of the world's 
largest copper mines. 

Today, RTZ mines virtually all 
the leading industrial and precious 
metals, including 7 per cent of the 
world’s copper, mid a wide range of 
minerals. It is the world's largest 
producer of several commodities 
including boron, a versatile mineral 
used in a variety of industries from 
glassmaking and power transform- 


Why does RTZ, the world’s largest mining 
company, keep a low profile and resist the 
urge to speculate, asks David Lascelles 

Deep appetite 
for deposits 


RTZs two sides to being the biggest 
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ers to fertilisers and detergents. 
RTZ's Borax mine in the Mojave 
desert outside Los Angeles shares 
the entire world market for boron 
with only one other producer, in 
Turkey. 

Geographically, RTZ operates in 
most comers of the globe. Half its 
business is te North America. It 
owns 30 per cent of Escondida. Chi- 
le’s newest copper mine, and 49 per 
cent of CRA, the large Australian 
mining concern. Other, countries 
with an important RTZ presence 
include South Africa, Namibia, Por- 
tugal and France. 

RTZ's corporate philosophy is 
driven by its belief that success te a 
commodity business such as metals 
depends almost entirely on an abil- 
ity to produce the goods more 


cheaply than anyone else. Provided 
the quality is right, other attributes 
such as marketing are secondary, 
because buyers will automatically 
go for the lowest price. 

RTZ has therefore concentrated 
on building up a portfolio of high- 
quality. low-cost mines containing 
world-class deposits that can with- 
stand the bucking of the commodity 
markets. Although it prefers to 
have overall control, RTZ is willing 
to take part shares in exceptional 
mines, such as Escondida. This 
serves a special purpose in the 
tightly circumscribed mining busi- 
ness: every deposit you control is 
one fewer for your competitors. 

Like most mining concerns, RTZ 
has a corporate culture shaped hy 
the earthiness of the business, and 


the long-time horizons needed to 
open up and exploit mines. There is 
a strong resistance, for example, to 
the urge to speculate. Mr Bob 
Adams, head of planning and strat- 
egy, says: “If people say to us ‘what 
are you hot on?', we say we don't 
know. No one's clever enough to 
pick winners. What we do know is 
that if we’re te the best mines in 
any commodity, we have a good 
profit base." 

There is also a reluctance to go 
downstream and get involved in 
smelting and refining more than 
necessary. “We are in mining. It’s 
all we’re interested in." says Sir 
Derek. 

In fact. Sir Derek's comment is 
more a wish than a reality, if RTZ 
has a flaw, it is Pillar, an alumin- 


Copper- coloured outlook 

w 


hen RTZ bought BP 
Minerals te 1989, it 
became owner of the 
giant Bingham Can- 
yon copper mine in Utah, the larg- 
est in the US. It was a bold move. 
Spoil heaps more than 1,000 feet 
high, clearly visible from the cen- 
tre of Salt Lake City 15 miles away, 
were a huge environmental liabil- 
ity. Bingham had also been shut 
down by labour troubles in the 
mid-1980s, and much of the pro- 
cessing plant -was obsolete, writes 
David Lascelles. 

But RTZ thought It had a good 
deal, because Bingham’s copper 
deposits were world class and, with 
good management, capable of being 
mined at low cost. The board 
approved a Sl.lbn programme of 
Investments to raise ore recovery 
and modernise the smelter and refi- 
nery. It also gave the operating 
company back the name that BP 


had removed: Kennecott. 

Three years later, RTZ has man- 
aged to get Bingham's production 
costs down, but weak copper prices 
have squeezed profits. 

Mr Bob Cooper, Kennecott’s 
newly appointed chief executive 
officer, says: “Kennecott is posi- 
tioned to handle that. We are the 
lowest-cost US producer." Mr Coo- 
per thinks Bingham can even 
aspire to produce the cheapest cop- 
per in the world if it uses technol- 
ogy to the foil. 

“Now that we’re ran by a mining 
company and not an oil company, 
it's very different," be says. “BP 
wanted quick returns." 

The environmental aspects are 
more complicated. Bingham is a 
potential target of Washington’s 
Superfund programme, nnder 
which sites are compulsorily 
cleaned up at the owner’s expense. 
To head off this risk Kennecott is 


negotiating an action plan with the 
authorities. A 830m water contain- 
ment and landscaping project has 
already been launched, and the 
new smelter will help clean 
the air. 

Mr Kent Gray, director of remedi- 
ation in Utah's Environmental 
Quality Bureau, says: “There's a lot 
of concern from the public and reg- 
ulatory agencies. But we're pleased 
with the progress Kennecott has 
made." 

A point going for RTZ - which 
claims to have raised Kennecott’s 
environmental standards since it 
took over - is that it is one of 
Utah's largest employers, so the 
state is keen to avoid regulatory 
overkill. RTZ has asked Kennecott 
to prepare plans showing how the 
two-mile wide pit will be shot 
down when the ore runs out in 35 
years - something it had not previ- 
ously done. 


ium fabricating company acquired 
as part of an earlier diversification. 
Pillar has been badly hit by the 
recession and is believed to be up 
for sale, though RTZ will not con- 
firm this officially. 

The wariness of speculation 
extends to the futures and currency 
markets, and even interest rates. 
When RTZ bought the BP business, 
it financed the deal with fixed-rate 
money, contrary to its usual policy 
of going for floating rates. This 
proved expensive, because rates 
subsequently fell and RTZ ended up 
with a much larger interest bill 
than necessary. Mr Bob Wilson, the 
chief executive, says the company 
acted the way it did, not because it 
took a view on the market “but 
because we felt we could not afford 
to expose the company to a rise in 
interest rates". 

RTZ could take one simple step to 
reduce its currency exposure: relo- 
cate to the US. But there is an 
ingrained resistance even to dis- 
cussing this idea, since that might 
imply it was an option. Sir Derek 
says: “Eighty eight per cent of our 
shareholder base is in the UK, and 
we want to stay close. We do think 
that being British is helpful. There's 
an image of fair play, of cultural 
skills. That's not meant to sound 
denigrating to other countries." 

R TZ’s strongest protec- 
tion against market fluc- 
tuations is its sheer size. 
Although its heavy 
dependence on copper 
means that a 10 cent fall in the 
price knocks £53m off profits, the 
chances are that some other metal 
will be rising at the same time. 
Even so, the overall weakness of 
the commodity markets, which has 
seen metals prices fall on average 
30 per cent over the past three 
years, has put a severe strain on the 
company’s profits. From a pre-tax 
peak of £L3bn in 1989. they fell to 
£537m last year. 

The company has also shown that 
size can be useful in mobilising 
resources for acquisitions and proj- 
ect developments. Having only just 
digested the BP deal, the company 
recently paid S470m for a large, 
open-cast coal operation in Wyo- 
ming, which has added a further 
facet to the business. (But RTZ will 
not be bidding for British Coal 
because it does not fit RTZ's low- 
cost, world-class formula) 

RTZ’s dominance of the mining 
business has a strong influence on 
the behaviour of its competitors. In 
the US, Cyprus Minerals and Amax 
are about to merge to form a S5bn. 
mining company, in a move widely 
seen as a bid for greater size and 
muscle. Mr Allen Born, the chair- 
man of Amax, says: "RTZ has 
always been well run. Its size 
enables it to balance different com- 
modities.” Even so, Cyprus Amax 
will only be half as big as RTZ. 

But size also has its drawbacks. 
One is conspicuousness, which RTZ 
deals with by being deliberately low 
key, and paying close attention to 
sensitive matters such as the envi- 
ronment and relations with host 
governments. Green pressures are 
now intense (one environmental 
lobby group, the London-based Far- 
tizans. was formed specifically to 
watch RTZ). The company tries to 
deal with them by setting common 
standards for the group, and antici- 
pating the regulators. “If you act 
responsibly, you're wanted." says 
Sir Derek. 

Another drawback is vulnerabil- 
ity to the charge of monopolistic 
behaviour in an industry where 
markets are easily cornered. RTZ Is 
cautious about the way it prices 
boron, for example, to avoid anti- 
trust action. "Breaking the com- 
pany up would be a great pity," 
says Sir Derek. “You’ve got to have 
clout to succeed in this business, 
clout with bankers and govern- 
ments." 

Although the gradual consolida- 
tion of RTZ’s competitors means the 
pressures are rising, it is still the 
leader te the field, which means 
that much of the drive has to come 
from self-discipline. Mr Wilson, the 
chief executive, says: “We have to 
guard against thinking the job is 
done. The object is not to think 
we're the best, but to be the best in 
five or 10 years.” 


Observer 


How green 
is Wanless? 

■ If the government wanted a 
financial ">«" to take over the 
chairmanship of the Advisory 
Committee on Business and the 
Environment, Derek Wanless was 
the obvious choice. He baa claimed 
for NatWest, which he runs, the 
title of Britain’s greenest bank, 
and aged only 46 he might almost 
be said to belong to the 
environmental generation. 

'Wanless recently put his name 
to NatWest’s environmental audit, 
the first by a UK clearing bank, 
and last year he was one of the 
moving forces behind the UN’s 
declaration on banks and the 

environment NatWest’s annual 
report is printed on paper from 
“sustainably managed resources" 
and the postal wrapper is “UV light 
degradable." 

But will Wanless have the time 
and vision to fulfill his new role? 
He has only been running NatWest 
for 16 months, and it is still 
recovering from Its financial woes. 
His environmental audit revealed 
as great a preoccupation with 
saving envelopes and switching 
off lights as it did with the great 
ecological issues of the day. 

“Environmental sense , business 
sense” is Wanless’ watchword. The 
government will be looking for 
something rather more instructive 
than that from Its “green Chip 1 * 
businessmen. As for the investmrait 


community, there will be a worry 
that Wanless’s enthusiasm for 
fashionable extra-curricular 
activities suggests another sort 
of greenness. Chairing government 
quangos is normally a job for 
elderly bank chairmen, not young 
hunk rhipf executives. 


Nailed down 

■ Forget the currency crises, 
General Motors’ tiff with 
Volkswagen, or the recession. The 
big question on the table at 
Germany’s Wlekert polling institute 
is whether long red-lacquered 
fingernails are sexy. 

Based on the opinion of 63 per 
cent of those questioned, the 
answer is no. This might seem 
surprising, at first sight, but may 
be explained by the feet that red 
nails are seen as a tell-tale sign 
of lethargy, laziness, boredom, and 
lack of self-confidence. 

Not the sort of thing s 
self-respecting Germans want to 
be associated with, least of all In 
these straightened times. 


Monkey business 

■ Whatever else you do, don’t 
shoot the monkeys. This is the 
lesson or a diplomatic incident in 
Malaysia after the US and its allies 
cracked down on a band of monkeys 
which had been disrupting US 
embassy garden parties. 

The US diplomat, charged with 



restraining the invaders, had 
counter-attacked, first with 
catapults, and then sprays, but 
to no avail The situation started 
to turn really ugly when the 
monkeys began chasing the hapless 
envoy round his own garden. 
Finally the local wildlife officers 
had to be called in and very soon 
there were 19 dead monkeys. 

The local media, which tends 
to mirror the generally anti-US 
views of Malaysian prime minister, 
Dr Mahathir Mohamad, was 
incensed by the escalation in 
hostilities. Why, thundered an 
editorial in one local paper, had 
the wildlife officers allowed 
themselves to be cajoled into doing 


the dirty work of foreigners? 

The monkeys were playful, 
amorous creatures. It was barbaric 
to shoot them. The paper suggested 
that the foreigners, rather than 
the monkeys, should be rounded 
up and shot The US ambassador 
is said to be swinging from the trees 
in rage over the whole incident. 


Family affairs 

■ Is Sir James Goldsmith's family 
more important than the 
Rothschilds? This seems to be the 
sub-text to the news that the 
billionaire financier hag 
commissioned Anthony Allfrey. 
a retired political consultant, to 
pen a history of the Goldsmith 
dynasty. 

Allfrey, whose book on King 
Edward VH and his Jewish Court 
was well reviewed, admits that 
Sir James is paying for the research 
but says that he has been given 
an entirely free hand to investigate 
a family which stretches back over 
500 years. Since there are already 
two biographies of Sir James 
himself. Allfrey’s patron will not 
merit much attention. Even so, 
it promises to be an upbeat work. 
“There are bound to be bad apples 
te any barrel.'’ says Allfrey, “but 
I haven't found any." 

It sounds like an ego trip but 
then the Goldsmiths are not alone. 
The Warburgs, for example, might 
be new boys on the block but they 
were upset by Jacques Attali's 
portrayal of their affairs, and have 


bent over backwards to help Ron 
Chernow, award-winning author 
of The House of Morgan, with a 
more sympathetic book on the 
Warburg dynasty. 


Mrs T turns ugly 

■ The vast majority of cases 
brought to the attentions of the 
Pensions Ombudsman are those 
of the genuinely aggrieved. But 
not alL Take the case of Mrs T, 
a widower, summarised in the 
annual report. 

Mrs T had complained about the 
inordinate time the trustees of her 
late husband's scheme took to pay 
her widow's benefit and the fact 
that her letters went unanswered. 
But on closer examination it 
emerged that she had neglected 
to tell the trustees her husband 
had died and had sent 14 letters 
of complaint to the wrong address. 

Undeterred, the pensions 
manager sought to make amends, 
inviting her to the pensioner's 
annual Christmas party and 
arranging her transport. “Mrs T 
repaid these kindnesses by 
throwing her portion of Christmas 
pudding and custard at him," the 
report notes soberly. 
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Business tip 

■ Saucy seaside postcard artist 
Arnold Taylor on why sales are 
falling: “the bottom’s gone out oF 
the market”. 
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Hochtief invited to bid 
for big UK rail project 


By Rachel Johnson in London 

THE British government has 
privately invited a leading Ger- 
man contractor to form a consor- 
tium and compete for the con- 
tract to build the £2bn-£3bn 
($3bn-$4_5bni high-speed rail link 
connecting the Channel tunnel 
■with London. 

Its approach to Hochtief - the 
Essen- based contractor responsi- 
ble for shifting the temples at 
Abu Simbel and constructing the 
Bosphorus Bridge - is likely to 
annoy UK companies that have 
spent, in some cases, millions of 
pounds in preliminary assess- 
ments. 

The approach suggests the gov- 
ernment is not happy with the 
quality of companies which have 
expressed interest in the project 
so far and is so eager to transfer 
responsibility for the link to the 
private sector that it is ready to 
award the work to continental 
European contractors with 
greater financial muscle than 
their British counterparts. 


By Peter Marsh, Economics 
Correspondent In London 

THE ARGUMENTS for a tax rise 
in the November UK Budget 
strengthened last night after the 
Bank of England warned that the 
chances of Britain's maintaining 
its recent better record on infla- 
tion could be jeopardised by spi- 
ralling government borrowing. 

The Bank said in its quarterly 
inflation report that the UK Trea- 
sury’s favoured measure of 
underlying inflation - the year- 
on-year increase in the retail 
prices index, excluding mortgage 
payments - is likely to stay 
under the government's 4 per 
cent target ceiling over the next 
two years. 

The prospect of underlying 
inflation dropping to the lower 
part of the government's 1-4 per 
cent target range over the next 
four years was “within reach” as 
long as the government main- 
tained tight control of fiscal and 
monetary policies. 

The Bank warned, however, 
that government borrowing, 
adjusted for inflation and 
expressed as a proportion of 
national output, was higher than 


Under the British Treasury's 
so-called Ryrie Rules, private sec- 
tor finance is allowed only if it 
delivers a project more cheaply 
than public funding. This is 
unlikely since the government 
can borrow at lower rates of 
interest than the private sector. 

Whatever the government's 
motives, the move will be seen by 
Euro rail, the Trafalgar House- 
GEC-B1CC joint venture estab- 
lished specifically to bid for the 
work on the link, as a blow to its 
chances of success. 

The chairman of a large con- 
struction company allied to the 
consortium said he was “spitting 
blood" about the approach to 
Hochtief, which the Department 
of Transport does not acknowl- 
edge. Officially, the government 
had made no “proactive 
approaches” to individual compa- 
nies, the department said. 

But Hochtief confirmed it had 
been asked to form a consortium. 
“Of course, we are very inter- 
ested", it said. 

In 1990, Eurorail's bid to build 


at any time since the second 
world war. It warned this “must 
be tackled" to keep the confi- 
dence of financial markets. 

The report said Britain's deficit 
excluding interest payments was 
“much larger" than that for any 
other member of the Group of 
Seven industrial nations - the 
US, Germany, Japan, Canada, 
France and Italy. 

Unless Britain took action to 
bring revenues and spending 
“closer to balance" the possibility 
of deficits staying high for some 
time might damage the credibil- 
ity of anti-inflationary policies. 
That could follow from worries in 
capital markets that the govern- 
ment might finance the deficits 
by printing money. 

The Bank left open whether it 
favoured a tax rise in November 
for the next financial year, to 
come on top of the £6.7bn (JlObn) 
of extra taxation already due 
next April. But it said in the 
report further fiscal action "may 
be required". 

While relatively upbeat about 
the progress of the UK recovery 
in the first half of the year, the 
Bank said domestic and overseas 
demand was “uneven" and could 


the line was rejected by the 
transport secretary because the 
public subsidy required by the 
companies was thought too high. 

The government issued a con- 
sultation paper earlier this year 
on how best to harness the pri- 
vate sector for the project, to 
which about SO companies 
responded. 

The DoT has finished sifting 
through the replies and this week 
appointed Hill Samuel, the mer- 
chant bank, to co-ordinate the 
transfer of the project to the pri- 
vate sector. 

Euro rail said the Government 
had "clearly not been over- 
whelmed” by the number of com- 
panies wanting to be promoters 
of the project. 

The group doubted whether a 
German company would be keen 
to get involved given that the 
work will involve complex new 
legislation and extensive plan- 
ning consents. 


Spending cuts put British rail 
privatisation at risk. Page 5 


be adversely affected by the 
weakening economies in conti- 
nental Europe. 

ft gave a clear hint that in spite 
of signs of a slowing in the pace 
of upturn in the past two months, 
a cut in interest rates over the 
next month or so was unlikely to 
be on the agenda of Mr Kenneth 
Clarke, the chancellor of the 
exchequer. 

The Bank's comments came in 
a flagship publication launched 
early this year as part of a gov- 
ernment effort to win greater 
public confidence in its economic 
policies. The Bank gives unfet- 
tered comments about inflation, 
though stops short of divulging 
policy advice to the Treasury. 

The remarks appear to increase 
the chances that Mr Clarke, on 
the back of reduced worries 
about inflation, may ease borrow- 
ing conditions closer to the time 
of the November Budget. Any 
cuts in base rates, held at 6 per 
cent since January, might par- 
tially compensate for the 
demand-sapping effect of a rise in 
taxation in the Budget to curb 
the £50tm budget deficit. 


Editorial comment. Page 9 i 


Nafta talks 
deadlocked 
over side 
agreements 

By Bernard Simon in Toronto 

THE FUTURE of the North 
American Free Trade Agreement 
is in the balance, pending deci- 
sions by the US, Canada and 
Mexico on a handful of politi- 
cally sensitive side deals on 
labour and the environment 

The uncertainty was summed 
op by a Canadian official yester- 
day who said the three countries 
were “very, very close" to an 
agreement but “there are a cou- 
ple of really toagh issues which 
people have to t hink through”. 

After almost two weeks of 
talks in Washington, which 
ended on Monday afternoon, 
negotiators are now reporting to 
their governments on remaining 
obstacles. The three countries’ 
trade ministers met for more 
than five hours on Monday. 

Senior negotiators may meet 
again tomorrow, depending on 
the prospects for breaking the 
deadlock. One official said it had 
become impossible to look more 
than “24 or 36 boors ahead”. 

The most intractable issues 
remain enforcement of the two 
side agreements and the sanc- 
tions which would be applied for 
non-compliance. 

Canada, in particular, is resist- 
ing US efforts to penalise viola- 
tions of environmental and 
labour standards with compul- 
sory trade remedies. “We see 
protectionism written all over 
that,” one Canadian official said. 

The Mexicans, who have more 
at stake In Nafta as a whole, are 
understood to be taking a moife 
flexible line on sanctions. 

A number of alternatives have 
been proposed, including fines 
levied against violators, and a 
“menu” of sanctions from which 
the parties could choose in the 
event of a dispute. 

Another possibility is that the 
US will conclude separate 
enforcement agreements with 
Canada and Mexico. 

The three countries have also 
yet to agree for instance, on the 
scope of domestic labour legisla- 
tion. The Clinton administration 
cannot afford to sign a deal 
which does not have a reason- 
able chance of being ratified by 
the two houses of Congress. 

In Canada, the Progressive 
Conservative government faces a 
general election within the next 
three mouths. Free trade is not 
popular among Canadian voters, i 


Mexico changes tune. Page 4 


Bank of England warns 
government over in flation 


Equity market optimism hit by BOC warning 


Continued from Page 1 


But we are being realistic In 
reporting what we see in the 
market place.” 

There was also pressure on 
BOC's medical business in the 
US, partly due to the Clinton 
administration's attempts to con- 
trol healthcare costs. 

Forane, its leading anaesthetic, 
came oil patent in the US in Jan- 
uary and became subject to 


generic competition. Since then, 
BOC said, it had lost up to 42 per 
cent of its market. The loss 
should reach SO per cent in the 
reasonably near future, though it 
was then expected to stabilise. Its 
new anaesthetic Suprane, which 
went on sate in the US in April, 
would not contribute signifi- 
cantly to earnings for some time. 

BOC said its vacuum business, 
which supplies the semiconduc- 
tor industry, had benefited from 


an upturn in US electronics and 
sterling's devaluation last Sep- 
tember. The division, which 
exports from the UK. had seen its 
profits nearly double this year. 
“The exchange rate has helped, 
and we've taken full advantage of 
it”, BOC said. 

The company argued economic 
statistics made it clear that 
recovery was under way in sev- 
eral of its main markets, and this 
should help the gases business. 


BOC shares finished 63p lower 
at 65lp. 

The FT-SE 100 index, which 
had risen to record heights over 
the past week on hopes of eco- 
nomic recovery and the troubles 
in tiie collapse of the exchange 
rate mechanism, had looked 
poised yesterday to break 
through 3,000 after gaining in 12 
of the previous 13 trading ses- 
sions. In the event, the index 
closed down 14.8 points at 2,971.6. 
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Europe today 

Bn tain will bo ctoody with rain during (he 
morning. Scattered showers and sunny spells 
are expected later. Sweden and Norway wM 
be mostly cloudy with showers along the 
coasts and a few thundery showers in 
Sweden. A frontal zone moving over Finland, 
the Baltic States and Romania will bring 
periods of rain. Ahead of the front, warm and 
unstable air will trigger thundery showers near 
the Black Sea. High pressure over 
Czechoslovakia will bring widely scattered 
showers and sunny spells from the Low 
Countries to Poland and over the Alps to the 
Balkan Countries. Northern Italy and southern 
Switzerland should be partly cloudy with 
showers. The Mediterranean win be sunny and 
warm. 

Five-day forecast 

A high pressure area building over northern 
France will move further east. Conditions will 
improve in northern Europe. Scattered clouds 
with sunny intervals will occur, alternating with 
some showers. North -east Europe will be 
rather cloudy with frequent showers. The 
Mediterranean region will stay warm and 
mostly sunny, although there will be some 
showers. 
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THE LEX COLUMN 

Deflated expectations 


The Back of England’s contention that 
inflationary pressures remain weak is 
hardly controversial. Published data 
show that since sterling left the ERM 
any increases in prices of imported 
goods have been more than offset by 
falls in wage costs. With the labour 
market weak, sterling stable, a large 
gap in output below the economy’s 
productive potential, and companies 
reluctant to try to push up margins, 
the Bank argues that there is no 
engine to power renewed inflation. 

While that is clearly true in the 
medium term, it may not be so once 
the output gap has been closed and 
the labour market has recovered its 
poise. Decades of inflationary behav- 
iour may not be so quickly unlearned. 
All the more so since the fiscal deficit 
remains troublingly high, and, as the 
Bank paints out, such difficulties have 
in the past been resolved by eroding 
the value of the public debt Small 
wonder then that the gilts market 
remains sceptical that there has been 
a sea change in the UK’s inflation per- 
formance. Low real yields will have to 
wait for harder evidence of govern- 
ment commitment to deficit reduction. 

Nor do lower short-term rates look 
imminent. The government's inflation 
targets look attainable for the next 
couple of years, but the trend is stable, 
rather than down. Unless there is a 
substantial fiscal tightening in the 
Budget, or the recovery falters, there 
is little harry to act TTiat can hardly 
encourage an equity market which 
has whipped itself into a lather over 
immediate base rate cuts. 

General Accident 

Since General Accident started to 
increase UK premium rates ahead of 
other composite insurers, it has con- 
sistently been furthest down the road 
towards underwriting profitability. Its 
solvency ratio of 47 per cent is now 
comfortable, but the company can still 
not afford to sacrifice underwriting 
profits in pursuit of market share. If 
that makes GA a leading indicator of 
UK insurers' resolve to make a decent 
return on underwriting, yesterday's 
interim figures contain a warning for 
the sector. 

Modest second-quarter underwriting 
profits are encouraging from both per- 
sonal motor and home insurance busi- 
ness and - were it not for the IRA 
bombing campaign in the City - from 
commercial property. Higher premi- 
ums and tighter underwriting stan- 
dards are having the desired effect. 
But GA can see no room for additional 
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rate rises in its more profitable lines 
of business. That leaves scope for per- 
haps another year of rising underwrit- 
ing profits as the most recent price 
increases work through. By this time 
next year, though, competition may 
already be eroding those gains. 

With its business in the US, Canada 
and Europe still losing money at an 
underwriting level, there is scope for 
recovery elsewhere. Like other insur- 
ers GA also points to its investment 
return in addition to the underwriting - 
result to give a measure of total per- 
formance. The recent rally in the sec- 
tor has certainly been driven by expec- 
tations of investment gains from 
rising stock and bond markets. But 
insurance companies cannot expect to 
trade at much of a premium to net 
assets unless they add value to those 
assets by consistently making profits 
from insurance. 

UK. pharmaceuticals 

The outcome of pricing negotiations 
with the UK government should not 
by itself add to the great de-rating of 
the pharmaceuticals sector. The UK 
accounts for only a small proportion of 
sates for most overseas drugs compa- 
nies. Even Glaxo, most exposed of the 
domestic Industry, might view the 2.5 
per cent annual price cut demanded 
by government as a moderate result. 

The return on capital of 17 to 21 per- 
cent - after allowing for research and 
development expenditure - under the 
UK formula is better than that 
achieved in most other industries. 
Real returns will look all the more 
handsome if inflation remains sub- - 
dued. The question for the stock mar- 
ket, though. Is whether the rate of 


return is an adequate compensation 
for the degree of risk. 

Although the slide in pharmaceuti- 
cal shares has so Ear reflected doubts 
about the returns which can be earned 
by drugs companies, investment in 
pharmaceuticals is also becoming 
more risky. Big buyers of healthcare 
are no longer prepared to pay high 
prices for drugs which offer only mar- 
ginal improvements over cheaper 
alternatives. The UK government’s 
own blacklist of. products is a case in 
point Sales growth in future is likely 
to wimp only from drugs which are a 
genuine breakthrough in their field. 
Whether stock market investors will 
be prepared to nurse fewer blockbust- 
ing compounds through research and 
development at lower overall rates of 
return is a open -question. 

BOC 

The fear that the equity market 
might he rattled by company profits 
te g gfr g behind talk of recovery may 
be coming true. BOC has particular 
problems in its healthcare business 
now that its staple anaesthetic Forane 
has come off patent, and its loss of 
market share is responsible for the 
bulk of this year’s likely profits foil. 
However, it now seems that BOC's 
medical equipment business is also 
feeling the chill of cubs in healthcare 
spending ahead of Mrs Hillary Rod- 
ham Clinton's reforms. 

While it is hardly startling that med- 
ical businesses are under pressure, the 
company's downbeat, comments about 
industrial gases are more worrying. 
Profits are flat despite sales increases 
in local currency terms, implying a 
fell in margins. In part that may be 
because some long-term contracts 
with large users are up for renegotia- 
tion at lower prices. These take-or-pay 
contracts with industrial users - such 
as chemical and steel companies - 
also mean that BOC is not heavily 
geared to an upturn in gas usage. At 
the other end of the scale there is little 
sign of increased activity by the con- 
struction or engineering businesses 
which are users of compressed cylin- 
der gas. If anything they are still earn- ; 
o raising by using fewer cylinders to 
save on rental charges. 

Perhaps most disturbing is the fact 1 
that the pattern is simila r throughout j 
BOC's main markets. UK construction 
and engineering shares have been I 
driven up to very fancy ratings in the 
sure and certain expectation of recov- I 
ery. A little disappointment seems in j 
order. ... 


This announcement appears as a matter of record only. 
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London’s Liffe pulls 
out of Globes talks 

pie London International Financial Futures 
JjSfnge puted out of cfacusafons on Joining 
after-hours electronic futures tradina 
s^tem, after the Chicago Board of Trade ruled 9 
Uffe would not be able to list its successful Ger- 
man bond contracts on the system. Page 12 

BA ascends to £l08m 

&itish Airways reaffirmed its position as one of the 
strongest carriers In the world as first quarter fig. 
urns showed operating profits at EM 08 m (3161m) 
up from £96m in the first quarter of 1992, despite 
continuing price wars. Page 12 

Happy Accident 

General Accident, the Perth, Scotland-based 
insurer, provided evidence of the strength of recov- 
ery in the general insurance sector when it posted 
its first pre-tax profits since 1989. Page 12 

PepsiCo to feed Poland $500m 

US soft drinks, restaurants and snack foods group 
PepsiCo plans to invest about SSOOm in Pdarid 
over the next five years. In a range of businesses. 
Page 13 

Wal-Mart advances 18% 

The top-selling retartor in the US. Wal-Mart Stores, 
reported an 18 per cent Increase in after-tax profits 
during the second quarter of 1993, at $495 , 9 m. 

Page 13 

‘Obscene’ gesture m HK 

In Hong Kong, making money is rarefy a dirty deed. 
But after department store operator Sincere pro- 
posed directors remuneration that was 245 per 
cent of net profit, the Institute of Chartered Secre- 
taries and Administrators 4n Hong Kong said the 
move "is beyond bold - ft is obscene". Page 13 

Citibank quits UK life scene 

US-based Citibank to raffing its Citibank Life Assur- j 
ance unit to Cannon Lincoln pic, the UK life insur- 
ance subsidiary of Lincoln National Corporation 
based in Indiana. Page <15 

Allied Irish up 42% 

AH ted Irish Banks, thaflapubfic of Ireland’s main 
clearing bank, reported a 42 per cent increase in 
pre-tax profits to l£138m (Si 93.7m) for the half 
year to June 30. Page 17 


Sweet and sour 



( The Colombian sugar industry has given rise to 
i some bitterness among the focal population, 
j Before harvesting, foe sugar carie is burnt to make 
; the stalks easier for cutters. Ties produces thick 
j black smoke and ash tint rains from foe sky 
! affecting people’s health. Page 22 18 

I Chile offers a sa fe r bet 

Most traders in Chile believe that the Santiago 
boisa, though less spectacular than some other 
Latin American markets, notably Peru, is likely to 
remain a fairly safe bet Back Page 
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Ferruzzi losses double on revision f* G . 

_ tails into 


% Haig Sunonlan In Milan 

FERRUZZI Finanziara (Ferfin), Italy's 
second biggest private sector companv, 
nas revised its losses for the first five 
months of this year to more than double 
the previous U91.6bn (£205m). 

The new deficit of Ll,165bn follows the 
investigation of alleged cover-ups of losses 
by the group’s former management, and of 
bribes to political parties. 

The new management, imposed by the 
group’s main bank creditors, said about 
L645bn of losses had been ascertained only 
recently. It called in Deloitte and Touche, 
the international auditors, in June to re- 
examine the books. Ferfin is staggering 
under about L3L000bn debt 


The management plans to slash tbe 
group's nominal share value to just La 
from Ll.OOO. The proposal, which is likely 
to be approved by shareholders, follows 
Italian legal requirements to write down a 
company's capital once losses exceed a 
certain proportion. 

The plan involves reducing Ferfm's 
share capital to L205tan, from Ll,370bn. It 
is then proposed that the shares be consol- 
idated on the basis of 200 for one to restore 
the nominal value. The proposal will not 
affect the non-voting savings shares. 

Trading in the shares of both Ferfin and 
its Montedison industrial subsidiary was 
suspended yesterday pending the 
announcement. 

Ferfm’s revised losses are believed to 


take account of two separate events, both 
previously hidden from shareholders, 
involving the longstanding existence of 
what amounts to a parallel set of books. 

Most of the additional losses stem from 
Ferfin's complex commodity trading 
operations. Leaked testimony from former 
executives - now co-operating with Milan 
magistrates investigating political corrup- 
tion - has suggested that Mr Raul Card ini, 
the former head of Ferfin who shot himself 
last month, covered up between $350m and 
S4o0m of losses in US commodity futures 

trading in 1989. 

The new audits have resulted in a 
L245bn write-down in the capital of the 
group's main trading subsidiary; the dis- 
covery of a L84bn “irrecoverable" loan by 


one of its offshoots; and a L165bn foreign 
exchange loss by another trading opera- 
tion. 

Together, the new losses are in line with 
the "shortfall" of between S250m and 
$270m in Ferfin's accounts to July 1991 
alleged by Mr Gardini in a file in his 
persona] computer. The file, which was 
compiled just before his death, was 
believed to be for Milan magistrates. 

Ferfin's new management has also 
adjusted the group's results to reflect 
irregularities arising after Mr Gardini 
stepped down. For instance, it is not recog- 
nising L79.3bn in assumed 1993 royalties 
from the Erbamont pharmaceuticals sub- 
sidiary, sold to Sweden's Procardia group 
in March. 


Dresdner rises in line 
with German competitors 


By Judy Dempsey in Leipzig 
and Andrew Fisher in Frankfurt 

DRESDNER Bank, Germany's 
second largest commercial bank, 
yesterday reported a 14 per cent 
rise in group operating profits to 
DM936m ($544m) in the first half 
of this year after a big rise in 
loan risk provisions. 

11115 performance, from the last 
of the big three German banks to 
report interim figures, is in line 
with the improvements 
announced by its domestic com- 
petitors. Commerzbank’s operat- 
ing result was 16 per cent higher 
at DM392m, while Deutsche Bank 
showed a 13 per cent increase to 
DM2.6bn. Both the Dresdner and 
Deutsche comparisons were with 


half of the full 1992 result rather 
than with the January- June 
period. 

One reason for the banks' 
stronger performance during the 
recession is the steep rise in com- 
mission income reflecting stron- 
ger securities trading. In spite of 
the weaker economy and high 
German interest rates, Dresdner 
said that short and long-term 
lending had increased. 

Operating profits at the Dresd- 
ner parent bank rose 12 per cent 
to DM661m. 

Provisions for bad loan risks, 
which German banks are now 
releasing in more detail ahead of 
the implementation of a new EC 
banking directive, rose 25 per 
cent to DM758m for the group 


and by 27 per cent to DM554m for 
the parent bank. 

Business in eastern Germany, 
where economic progress has 
fallen short of expectations, 
accounted for most of Dresdner's 
risk provisions. But bank officials 
said that these bad been 
strengthened because of the con- 
tinuing unsettled state of the 
domestic economy. 

Dresdner's group lending vol- 
ume rose 4 per cent to DM250bn, 
with business volume 8 per cent 
higher at DM359bn. The parent 
bank's own lending volume 
increased by nearly 5 per cent to 
DMl46bn, comprising a 5 per cent 
rise in tbe short and medium- 
term sector and one of 3 per cent 
in long-term corporate business. 


The three Rs replace M&As as merchant banks 
get busy. Maggie Urry and Roland Rudd report 

Commercial logic drives 
hostility into the shade 

A fter three years of twirl- ' j 
rtHng their thumbs, mer- I 
chant bankers are finding 


A fter three years of twid- 
dling their thumbs, mer- 
chant bankers are finding 
business picking up. Some are 
even beginning to recruit to their 
corporate finance departments. 

it Is toe clearest sign yet that 
the banks believe tbe revival in 
corporate finance work sustain- 
able. Those financiers not enjoy- 
ing their summer holidays claim 
they are working overtime on 
deals which will become public in 
the autumn. 

‘ Tm normally a cautious 
chap," says one, “but Tm really 
quite surprised aboiit toe level of 
activity in tbe last three months. 
We are very busy at the moment, 
and not with tiddly floats. Since 
March or April activity has 
picked up strongly and toe qual- 
ity is good.” 

Others refer to toe three Rs of 
corporate finance: restructurings, 
rights Issues and rescues. The 
year has already seen a high 
level of flotations and rights 
issues; restructurings, such as 
the reorganisation of the Roth- 
mans empire and the demerger of 
Zeneca from Imperial Chemical 
Industries; and continued rescue 
work. 

UK privatisations may be fall- 
ing off after the BT3 sale last 
month, but there is much to be 
done for foreign governments - 
French and Italian for instance - 
and UK banks have an edge 
because of the experience of the 
past 10 years. H01 Samuel was 
this week appointed to seek pri- 
vate sector finance for the Chan- 
nel Tunnel rail link, while 
NM Rothschild is privatising the 
Dutch post office. 

Tbe Lloyd's insurance market’s 
decision to seek corporate capital 
has also produced work for corpo- 
rate financiers. 

But the pick-up in activity does 
not presage a return of the large 
hostile bid, or even a high level 
of mergers and acquisitions. “In 
the UK there is quite a lot of 
activity, but it’s not direct M&A,” 
says a Rothschild director. “In 
the late. 1960s half tbe depart- 
ment would call themselves M&A 
specialists, but not now. There is 
a different character to the work. 
Now there is little takeover activ- 
ity and none of it hostile." 

“Going into the market and 
buying things is yesterday's 
game." says Mr Nick Verey, 
SG Warburg’s managing director 
of investment banking. “The old 
type of mergers and acquisitions 
is over." A rival agrees: “Those 
are a thing of toe past,” while 
another says: “There has been a 
sea chang e - rd be surprised if it 
recovers." 

Companies have learnt that 
hostile bids rarely pay off for the 
aggressor, which ends UP paying 
a top price without being able to 
perform “due diligence" investi- 
gations. 

With the Footsie index reach- 
ing all-time highs in the past few 


Worldwide cross-border acquisitions 



days, the stock market bad antic- 
ipated the economic recovery 
before companies were ready to 
expand again. “When you run the 
slide rule over a company, with 
tbe stock market where it is, it 
doesn’t look attractive to pay a 
premium," one says. 

However, there is a marked 
increase in Industrially driven 
deals, usually agreed. These often 
result from companies restructur- 

There is a marked 
increase in 
industrially driven 
deals, usually 
agreed and often 
because companies 
are restructuring 

mg their businesses, having sur- 
vived toe recession. Many wish 
to sell non-core activities and can 
see a better market for assets 
than even a few months ago. 
while others want to expand. 

Lucas Industries' £9m (S13.4m) 
disposal this week is part of its 
programme to raise ElOOm from 
sales this year. Other deals also 
illustrate toe point: the sale of 
toe Augustus Barnett off-licence 
chain by Bass to Allied-Lyons 
and the purchase by Greene King 
of 44 pubs from Bass. 

As for full-scale takeovers, the 
agreed bid by Greenalls for 
Devenish, which fought off a hos- 
tile bid from Boddington two 
years ago, shows that commer- 


cial logic can bring about a deal 
that hostility did not. 

Some bankers claim such deals 
are ’’small beer”, compared with 
some they are pursuing. Agreed 
dea^are seen as low risk, as due 
diligence can be carried out and 
nasty surprises avoided. A price 
can be fixed without the bidder 
finding itself caught in a public 
auction. 

These deals are often cross-bor- 
der, as companies find them- 
selves restricted within their 
domestic markets and keen to 
become international forces in 
their Industries. The agreed 
merger between Kingfisher, the 
UK retail group, and Darty, the 
French electrical chain, earlier 
this year is a case in point. 

Many banks, such as Lazard 
Brothers and NM Rothschild, 
have built up European office 
networks and forged closer links 
with partners in North America 
or Asia. 

Similarly, says Mr David Chal- 
len, head of corporate finance at 
Schraders. European cross-border 
mergers and acquisitions now 
account for half of that invest- 
ment bank’s public activities - a 
very different picture from five 
years ago. 

Two thirds of Warburg’s corpo- 
rate finance work is now gener- 
ated overseas - privatisations 
and secondary shares Issues on 
continental Europe and equity 
and debt issues In toe US. 

If the economy continues to 
revive, some expect M&A activity 
to increase next year. With inter- 
est rates low and the equity mar- 
ket high, finance for deals should 
be forthcoming. 


Banesto capital 
raising breaks 
Spanish records 


By Peter Bruce in Madrid 

BANESTO, Spain’s fourth largest 
commercial bank in terms of 
assets, has completed the first 
part of its plan to boost its capi- 
tal and reserves, raising 
Pta94.9bn (S676m; through two 
equity issues. 

This 37 per cent equity increase 
will raise its Bank of Interna- 
tional Settlements (BISi equity 
ratio to L1.3 per cent of assets. 

With an issue of convertible 
bonds planned for the autumn, 
the total amount raised by Ban- 
esto will total roughly Sl.lbn - 
the most ever raised by a Spanish 
financial or commercial institu- 
tion. 

The success of the issue could 
help counter long-standing criti- 
cism of the bank's ability to 
finance further growth- 

Mr Mario Conde. Banesto's 
president, said yesterday that the 
Pta94.9bn fund-raising exercise 
was the third largest capital 
increase by any bank in the 
world. It would be the biggest 
when at least WOOm in dollar-de- 
nominated convertible bonds was 
issued in late September. 

He said that the two share 
issues had proved popular with 
Banesto shareholders. The first 
Pta52.65bn tranche was oversub- 
scribed by 20 per cent. The sec- 
ond Pta42.25bn tranche had 
attracted private European and 
US investors. 

The most prominent of these 
was tbe Corsair banking fund, 
launched by JP Morgan earlier 
this year, which invested SI 50m, 
taking its stake to about 6.4 per 
cent At least two members of toe 
Corsair fund, the GE pension 
fund and Northwestern Mutual a 
Milwaukee-based insurer, also 









Mario Condd: continue disposals 


made individual investments. Mr 
Conde put in S50m. saying the 
money was from his personal 
funds. His stake in the bank 
nearly 3 per cent. Other Banesto 
board members invested S20m. 

Following a net profit of more 
than PtaSObn from the sale ear- 
lier this year of its Banco Madrid 
affiliate to Deutsche Bank, the 
capital increase removes any lin- 
gering doubts about Banesto's 
ability to finance its growth. Mr 
Conde said he would continue 
disposing of Banesto's industrial 
holdings but, at the moment, 
prices were not good. 

The implememation of the cap- 
ital increase demonstrated that 
Banesto’s banking business was 
rapidly improving. In the first 
tranche of the equity issue, its 
Spanish branch network raised 
PtalSJlbn from existing share- 
holders and Ptal9.7bn from more 
than 37,000 customers, who have 
become shareholders. 


red after 
charges 

By Nikki Tait in New York 


THE COST of a big restructuring 
programme announced by Proc- 
ter & Gamble last month, and 
some other hefty one-off charges, 
took the US consumer products 
group heavily into tbe red in the 
12 months to Jane. 

P&G reported an after-tax loss 
of S656m for its latest financial 
year. Sales were S30.4bn, up 3.6 
per cent on the previous 12 
months. 

However, tbe deficit was doe 
solely to P&G's previously 
announced Si-5bn after-tax 
reserve, which will fund the cost- 
cutting moves announced in mid- 
July, and a further Si bn non- 
cash charge to cover the new 
accounting standards on retiree 
medical benefits and deferred 
taxes. 

Added to a SSOOm restructur- 
ing provision, established last 
September to cover the disposal 
of P&G’s fruit juice business, 
one-off charges cat P&G's profits 
last year by S2.7bn. 

Before these charges, P&G said 
after-tax earnings stood at 
S2.08bn, an 11 per cent improve- 
ment on the S1.87bn in the previ- 
ous year. Earnings per share, 
before charges, were 82.91, also 
up by 11 per cent 

Mr Edwin Artzt, chairman, 
admitted that the year had been 
“one of the tonghest" for P&G. 
Like all large branded consumer 
products companies. Cincinnati- 
based P&G has been under pres- 
sure from the rising tide of own- 
label products and the squeeze 
inflicted by retailers on suppli- 
ers. 

However, Mr Artzt added: 
“Efforts to improve toe value of 
oar brands are paying off". 

In the fourth quarter. P&G’s 
after-tax profits - before the 
charges - increased by just 1 per 
cent to S341m, while sales rose 3 
per cent to S7.36bn. However. Mr 
Artzt noted that pre-tax operat- 
ing profits showed a more 
healthy 9 per cent increase, in 
line with earlier quarters. 

In the US. underlying unit vol- 
ume rose 1 per cent during the 
year, but by 6 per cent in toe 
final quarter. The international 
businesses saw a 10 per cent 
increase in unit volume during 
1992-93, with the strongest 
growth coming in Latin Amer- 
ica, Asia-Pacific, European paper 
and citrus products, and in some 
export businesses in tbe Middle 
East and Africa. 

The stock market was unim- 
pressed, however, and P&G 
shares fell SI*. 4 to S46*i. 


NOTICE OF REDEMPTION 


IBM Credit Corporation 
8% Dual Currency Notes due September 10, 1995 
Issue Amount: ¥25,000,000,000 

NOTICE IS HEREBY GIVEN that pursuant to the Condition 6 of the Notes, 
IBM Credit Corporation has elected to redeem on September 10, 1993 
(the "Redemption Date”) all the Notes at a redemption amount of U.S.S4.785 
per Note together with interest in yen accrued to the Redemption Date. 
Interest upon the Notes will cease to accrue on and after the Redemption 
Date. 

Repayment of principal will be made upon presentation and surrender of the 
Notes, together with all appurtenant coupons maturing on and subsequent 
to the Redemption Date, at the offices of any one of the Fiscal Agent or other 
Paying Agents specified below. 


The Industrial Bank of Japan, Limited 
3-3 Marunouchi 1-chome 
Chiyoda-ku. Tokyo 100 Japan 

PAYING AGENTS 
The Chase Manhattan Bank NA. 
London Branch 

Wool gate House, Coleman Street 
London EC2P 2 HD 
England 


Credit Lyonnais Belgium S. A 
(Formerly Banque de Commerce S..A.) 
Avenue Mamix 17. 

1050 Brussels 
Belgium 

Chase Manhattan Bank (Switzerland) 
Genferstrasse 24 
Postfach 162 
8027 Zurich 
Switzerland 

Berliner Handels-und Frankfurter Bank 
10 Bockenheimer Landstrasse 
6000 Frankfurt am Main 1 
Germany 


Credit Lyonnais Bank Nederland N.V. 
(Formerly Nederlandse Credietbank N.V.) 
Nachtwachtlaan 20, 1058 EA 
Amsterdam 
The Netherlands 

Chase Manhattan Bank Luxembourg S.A. 
5 rue Flaetis. L-233S. 
-Luxembourg 


Banque General e du Luxembourg 5 -A. 
27 Avenue Monterey 
Luxembourg 


Societe GenArale 
29 Boulevard Haussmann 
Paris 75009 
France 


By: The Industrial Bank of Japan, Limited, toe Fiscal and Paying Agent 


August 11. 1993 
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INTERNATIONAL companies amp finance 


Veba profits fall 12% to 
DM782m at six months 


By Andrew Fisher in Frankfurt 


' VEBA. the German energy, 
chemicals and trading group, 
reported a 12 per cent drop in 
pre-tax profit for the first half 
of 1993 to DM732m (S454.60m>. 

The company blamed the 
decline mainly on the difficult 
market in plastics and rubber, 
reflecting in particular the 
troubles of the motor industry. 

The effect of this was aggra- 
vated by worldwide over-capac- 
ity. tough price competition 
and a rise in low-priced 
imports from eastern Europe. 

Earnings in the oil division 
were also down. The upstream 
business continued satisfacto- 
rily. but the downstream sector 


again made a loss which was 
mainly attributable to poorer 
petrochemical results. 

Petroleum distribution, 
weaker than expected, made a 
slight loss, while earnings in 
trading, transport and services 
held level, despite the weaker 
economic situation. 

Group net income was 13 per 
cent lower at DM316m. Veba 
said earnings per share would 
show a more gentle decline as 
1992 interim result included 
extraordinary gains. 

It said turnover for the 
period showed virtually no 
change at DM33-2bn. Growth in 
electricity, oil and services was 
offset by declines in chemicals, 
trading and transport. 


The group expected no 
improvement in the profits and 
economic trend for the second 
half of the year. It intended to 
cut costs further and increase 
oil and chemicals productivity 
to boost competitiveness. The 
resulting charges on profits 
would be offset by the profit on 
the sale of its industrial gas 
business. 

Veba. whose capital spend- 
ing was 11 per cent higher in 
the first six months at Dfcl2bn, 
said it was optimistic that its 
cost-cutting measures would 
bear fruit in 1994. 

Last year. Veba held its divi- 
dend at DM12 a share, despite 
a 13 per cent slide in net prof- 
its to DMl.Wbn. 


Liffe quits 
talks on 


joining 

Giobex 


By Tracy Corrigan In London 


UK insurer returns to black 


By Richard Lap per in London 


GENERAL ACCIDENT, the UK 
insurer, demonstrated the 
strength of recovery in the 
general insurance sector when' 
it unveiled its first pre-tax 
profit since 1939. 

The pre-tax figure of £126 Jim 
(SlS8.5m> for the first sL\ 
months of the year, repre- 
sented an improvement of 
Cl-il.tim over the same period 
of 1992. The result was ahead 
of expectations, but the mar- 
kets were disappointed at the 
company's decision to leave its 
interim dividend unchanged at 
9.7p. marking the share 


down 9p to dose at 6S3p. 

Mr Nelson Robertson, chief 
executive, applauded "the 
achievement of an underwrit- 
ing profit in the UK” and 
expects the improvement to 
continue for the rest of the 
year. 

The company has said that 
the improvement reflected 
increases in premiums, more 
selective underwriting, reduc- 
tions in costs, and a fail in 
claims, especially those relat- 
ing to subsidence. Premium 
rates for home and motor 
insurance have risen by an 
average of 40 per cent in the 
last two years. 


Underwriting profits in the 
UK reached £3.5m for the half- 
year compared to a deficit of 
£104.8m in the same period of 
1992. The improvement was 
achieved in spite of losses of 
£13m from the Perth floods in 
January and a payout (net of 
reinsurance) of £!0m following 
the Bishopsgate bomb in April. 

The turnaround helped 
improve overall underwriting 
losses to £129m compared with 
a loss of £235.2m in 1992. Net 
investment income (invest- 
ment income less interest on 
loans) rose by 9 per cent to 
£23S.Sm (£215. Im). 

Lex. Page 10 


Fokker in the red but sees first signs of recovery 


By Ronald van de Krai 
in Amsterdam 


FOKKER. the Dutch aircraft 
maker majority-owned by 
Deutsche Aerospace (Dasa) of 
Germany, reported a net loss of 
FI 127m ($65m) for the first half 
of 1993 and reaffirmed earlier 


forecasts of a full-year loss of 
around FI 150ra. 

The first-half loss, which 
compares with a small profit of 
Fi 5.9m a year earlier, includes 
a one-off charge of FI 90m for 
cutting staff in line with a 
reduction in aircraft output. 

Turnover fell by 8 per cent to 


FI l.TSbn and operating profit 
before interest expenses to 
Fi 55.1m from FI 62.8m. 

The company said that 
recent orders received for its 
100-seat Fokker 100 were a first 
sign that parts of the depressed 
aircraft market was starting to 
recover. 


THE London International 
Financial Futures Exchange, 
Europe's largest derivatives 
exchange, has pulled out of 
discussions on joining Giobex, 
the after-bours electronic 
futures trading system, after 
tbe Chicago Board or Trade 
ruled that Liffe would not be 
able to Ust its German bond 
contracts ou the system. 

Tbe decision to snspend the 
talks was described as “mutu- 
ally agreed" by botb parties, 
bat the dlscnssions were 
derailed two weeks ago. when 
the CBOT changed its policy 
ou the listing of bund con- 
tracts. 

“This does not bode well for 
Giobex," said one market par- 
ticipant. “It shows that the 
exchanges behind Giobex are 
putting their own interests 
first" 

A year after the launch of 
Giobex, France's Matif is the 
only futures exchange to have 
signed np to list its products 
ou Giobex, which was jointly 
developed by the CBOT. the 
Chicago Mercantile Exchange, 
and Renters, at an estimated 
cost of S80m. The bulk of the 
200.000 contracts traded so far 
this month were Matif prod- 
nets. 

Liffe. which reopened discus- 
sions with Giobex a year ago. 
had already been given a list 
of the prodnets which it would 
be allowed to trade. These 
included its bund future con- 
tracts, with an average daily 
volume of 78.600 in July. 

No senior officials were 
available at tbe CBOT to com- 
ment on the change of heart 
However, the CBOT gained 
approval from its regulator, 
tbe Commodity Futures Trad- 
ing Commission to trade bund 
and gilt futures several years 
ago. 


BA improves in spite of price wars 


By Daniel Green In London 


BRITISH Airways reaffirmed 
its position as one of the stron- 
gest camera in the world yes- 
terday as first-quarter figures 
showed operating profits at 
£L08m iS160.92m), up from 
£96m in the first quarter of 
1992. The advance came in 

spite of continuing price wars 
in the industry. 

British Airways said its pas- 
senger yield - a measure that 
reflects poor sales or heavy dis- 
counting - rose in the three 
months to June 30 by 2.3 per 
cent, to 6.17p per fare per kilo- 
metre compared with a year 
ago. Cargo rose 5.9 per cent to 


15.65p per tonne per kilometre. 

At the pre-tax level, how- 
ever. profits were depressed by 
a jump in borrowings which 
pushed BA’s interest charge up 
from £8m to E42m. Pre-tax 
profits fell 30.8 per cent" to 
£63m. 

The borrowings were needed 
for a stake in US carrier USAir. 
and for a second interim divi- 
dend which would normally 
have been paid as a final divi- 
dend in the second quarter. 

After a £442m rights issue in 
May. to help finance the USAir 
stake, borrowings were 
£2.l4bn, a fall of £312m on a 
year earlier. Earnings per 
share fell from S.lp to 6-3p 


on a fully-diluted basis. 

BA continued to increase 
capacity faster than demand, 
and passenger load factor, 
a measure of how fun each 
aircraft is, fell 2.6 
percentage points to 69 per 
cent 

Sir Colin Marshall, chair- 
man. said that business 
remained “under pressure from 
too much capacity in the . 
industry* offset by further 
exchange rate benefits'*. 

The fall in the value of ster- 
ling against the dollar had 
brought a net benefit .to. the 
company or about £ 2 Qm, said 
Mr Derek Stevens. BA's chief 
financial officer. “This full 


year we expect to make a sin 

of £70m or £8Qm as as result nf 
tunwicy changes.*" - ••• - ^ 

BA continued to cat its W 

roll with the number of 
employees felling u per 

to ML it increased feSr 
her of aircraft tosemdTbv' 
eight to 238. - 

-Jfr' Pieter Bergfos, ; transport 
analyst at London stockbroSL 
Kleinwort Benson, said the 
figures showed BA was 
costuming its “stringent 
cost control". He said tha' 
recovery in passenger yield 
should continue in the secorni 
quarter. . 

BA’s shares raft UVto-ta 

3 S 0 p. . _ - 


Austrian Airlines delays alliance decision 


By Ian Rodger in Vienna 


AUSTRIAN Airlines has 
postponed a decision on future 
business alliances until “early 
aut umn " following receipt of a 
specific proposal for co-opera- 
tion from Lufthansa, the Ger- 
j rn an national airline. 

Austrian was expected to 
make its decision next week on 
whether to join the Alcazar 
project, which would link it 
with Swissair, SAS Scandina- 
vian Airline System and KLM 
Royal Dutch Airlines, or pur- 
sue co-operation with Luft- 
hansa or Air France. 


Lufthansa confirmed at the 
weekend that it hart maria a 
precise co-operation proposal 
under which Austrian would 
be responsible for most flights 
between Germany’ and Austria. 

Austrian said only that it 
was in talks with I.nfHiartga, 
Air France and with the Alca- 
zar companies. Its board would 
take a position on these pro- 
posals early in tbe autumn. 

Analysts in Vienna said 
there were divisions within the 
Austrian board and among the 
airline’s workforce on which 
alliance to accept, but Alcazar 
still appeared the better option. 


"Austrian’s main problem is 
transatlantic business. - and 
Lufthansa would not help 
because it has no US partner,” 
Ms Claudia Schwaxz-Vartok, an 
analyst at Die Erste Invest- 
Consult in Vienna, 

Also, if Austrian joined Luft- 
hansa, it would have to 
unwind the very substantial 
co-operation arrangements it 
has with Swissair already on 
maintenance, pilot training, 
flight nnmhpf in g . offices 
and a frequent flyer pro- 
gramme. 

• Flughafen Wien, the par- 
tially privatised operator of 


VUaum’s'intematHmia a&pott, 
said the Austrian government 
was seeking to reduce its stake 
in the group from 3&5 per cad 
to 25 per cent. . 

An initial offer would fa 
made to the province of Lower 
Austria and the city of Vienna, 
each of winch , holds 1&25 per 
cent, ff they woe not haer- 
ested. the shares would be 
offered to i n st i l i iH **^ inves- 
tors by Bank Austria and War- 
burg Securities. 

Shares in Flughafim Wien 
were floated in Austrian and 
international stock markets tn 
June 1992. 


First-half sales down by 11% at Peugeot-Citroen 


By John Ridding in Paris 


PEUGEOT-Citroen, the French 
car manufacturer, announced a 
11.4 per cent fall in sales in the 
first half of the year, reflecting 
the depressed state of the 
European car market. 

The company achieved sales 
of FFr73.05bn (Sli40bn). com- 
pared with FFr82.4bn in the 
same period in 1992. 

Peugeot-CitrOen said the 
results reflected a continued 


decline in the European car 
market, which saw sales of 
new vehicles fell by 17.4 per 
cent in the first half. 

Industry analysts see little 
prospect of rapid recovery in 
the European car market, par- 
ticularly in France and Ger- 
many. anil forecast that French 
car sales would fell by about 15 
per cent this year. 

The decline in sales at Peug- 
eot-CitrOen was aggravated by 
foreign exchange movements. 


particularly the devaluations 
of the British pound and the 
Italian lira. The company said 
that these effects accounted for 
about 4 per cent of the decline 
in SfllpS rtnrlwg the first half 
Peugeot-Citr&en has 
responded, to tbe depressed 
European car market by 
extending short-time produc- 
tion at its factories at Mul- 
house and Sochaux in eastern 
France. Production at Idul- 
hoose will stop for four days in 


September, taking the total 
number of days lost to 38 fids 
year. The Sochaux factories 
are dosing for two days fids 
month and three days in Sep- 
tember, taking the mrinbad bi 
days lost to 34. 

Tbecampanysaidttank^Bd 
strong sales in the British mar- 
ket and consolidated its posi- 
tion in Germany. As aresult, h 
maintained its share of -the 
European car market at 
per cent in the first haH. 


All 0 / these securities having been sold. i/u\ announcement appears as a matter of record only. 

August 1 1. 


4,400,000 Shares 


The Penn Central Corporation 


Common Stock 


These securities were offered internationally and in the United States. 


International Offering 
500,000 Shares 


Credit Suisse First Boston Limited 


Donaldson, Lufkin & Jenrette Salomon Brothers International Limited 

Securities Corpora rtoa 

S.G. Warburg Securities 

ABN AMRO Bank N.V. 

Credit Lyonnais Securities 

Dresdner Bank 

Iktieneescllschafi 

Fox- Pitt, Kelton NV 


United States Offering 
3,900,000 Shares 


The First Boston Corporation 


Donaldson, Lufkin & Jenrette 

Securities (irrpnmion 

Salomon Brothers Inc 


S.G. Warburg & Co. Inc. 


Credit Lyonnais Securities (USA) Inc. 


Kidder. Peabody & Co. 

iflcorponico 


Baird, Patrick & Co., Inc. 
Janney Montgomery Scott fnc. 
Neuberger & Berman 


Lehman Brothers 
Conning & Company 


Goldman, Sachs & Co. 
Merrill Lynch & Co. 
Fox- Pitt, Kclton, Inc. 


McDonald & Company 

Securities. Iiu. 


Parker/ Hunter 

Incorporated 


Pennsy lvania Merchant Group Ltd 


Worthington Capital Markets, Inc. 
Paulsen, Dowling Securities, Inc. 

RAS Securities C’orp. 



A portion of the offering was sold in the United Stales pursuant to an exemption provided by Section 4(2} of the 
L\S. Securities Act of 1933. as amended. This announcement appears as a matter of record only. 


New Issue 


August 1993 


US$ 75,000,000 


Essar Gujarat Limited 

(Incorporated under the Companies Act 1956 of India) 


5 l A per cent. Convertible Bonds due 1998 
convertible into Shares of Essar Gujarat Limited 


Merrill Lynch International Limited 


Banque Indosuez 

DSP Financial Consultants Ltd. 

ABN AMRO Bank N.V. 

Credit Suisse First Boston Limited 
HG Asia 


James Capel & Co. 
Le hma n Brothers Inte rn a tional 
Bear, Steams International limited 
Deutsche Bank AG London 
J. Henry Schroder Wagg & Go, Limit ed 
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W al-Mart profit 
advances 18 % in 

second quarter 


INTERNATIONAL COMPANIES AND FINANCE 


By Nikki Tatt in New York 

t ^:{*ART Stores, the 

topselling retailer in the US. 
yesterday reported an 18 per 
JMit increase in aftertax prof- 
the second quarter 
1993, at 5435.9m. 

share in- the 
three months to end-July rose 
from is to 22 cents,, while sales 
we^up by 25 per cent at 

The second-quarter figures 
brought Wal-Mart’s profits for 
the first half of the financial 
year to $946.5ni after tax, com- 
pared with $807.£n at the wwi* 
stage in 1982. 

Sales Tor the most recent six 
months stand at $30-2bn. 
against $24.7bn in the first half 
™ the previous year. 

Yesterday. Mr David Glass, 
chief executive, said the com- 
pany was “on track to achieve 
sales and e a rn i n gs objectives 


for the balance of the year" 
However, he also conceded the 
year so far had been “charac- 
terised by disinflation and con- 
sumer caution". 

On Wall Street, the news was 
greeted without enthusiasm. 
Mid Wal-Mart shares eased $% 
to $2514 - near the 62-week low 
- before the close. 

The Arkansas-based com- 
pany a high-flier in the retail 
sector for many years - v»gg 
fared questions recently over 
the growth potential for Sam's, 
its warehouse dub 
tbe fete of its new generation 
of giant "combo" stores, which 
combine food retailing with 
general merchandise. 

In the second quarter, Wal- 
Mart said it had opened 21 new 
Wal-Mart stores and 33 Sam’s 
Clubs (including 14 Face dub 
stores which were acquired 
from Kmart, a rival discount 
retailer). 


The Limited slides 
despite rise in sales 


By Nikki Tart 

THE WOES at The Limited, 
one of the biggest clo thing 
retailers in the US, continued 
yesterday when it unveiled a 
15 per cent fall in second- 
quarter profits, to $6&2m after 
tax. 

Sales increased by 13 per 
cent to $1.69bn, while eammgs 
per share slipped to 19 cents 
from 22 cents. 

Mr Leslie Wexner, chairman, 
said he was “very 
disappointed” with the results 
and did not “accept external 
causes as an excuse for our 
sub-standard performance”. 

He admitted the company 
had "bead promotional” across 
ail its businesses to ensure 
stocks were in line for 
the autumn season, but 
added that he believed this 


was the “correct action". 

Throughout the 1980s, The 
Limited - which takes in the 
Ekes of Express, Lane Bryant 
Victoria's Secret and the Bath 
and Body Works chains - was 
hailed as one of the retailmg 
industry’s, innovators, but it 
has struggled recently. 

Some analysts claim the 
group seemed to lose direction, 
and like all retailers it has 
freed acute price competition. 

At . Dillard Department 
Stores, the Arkansas-based 
group, after-tax pr o fit s rose to 
$39.2m from $38.5m in the 
second quarter, with sales 
increasing to jl.lObn from 
$mam. 

The company said 
same-store- sales over the 
second quarter rose by 4 per 
cent, and Hamtng B per share 
rose to 35 cents from 33 cents. 


PepsiCo 
plans $500m 
investment 
in Poland 


By NlkJd Tatt 

PEPSICO, the US soft drinks, 
restaurants and snack foods 
group, plans to invest about 
$S00m in Poland over the next 
five years. 

The money - which PepsiCo 
claims is one of the largest sin- 
gle investment programmes by 
a consumer products company 
in Poland - will go into a 
range of businesses. 

On the- restaurant side, it 
intends to open Pizza Hut 
Kentucky Fried Chicken, and 
“a-in-i” outlets in Warsaw and 
other cities. The “3-in-i" out- 
lets combine the three PepsiCo 
chains — KFC, Pizza But 
Taco Bell - under one roof. 

The US group also plans to 
open a new salty snack plant 
at Grodzisk; to broaden its 
local beverage distribution; 
and to upgrade and expand 
bottling facilities. 

The company also said it 
planned to raise its stake in 
Wedel, the Polish chocolate, 
biscuit and confectionery prod- 
ucts company, to 70 per cent 
by 1994. The US group 
acquired a 40 per cent Interest 
in Wedel tn 1991. 

It added that it expected 
sales of PepsiCo-related busi- 
nesses in Poland to top SlOOm 
this year, and to reach more 
than $600m by the end of the 
decade. 


Sincere payments re-define executive mores 

Simon Davies takes a look at boardroom remuneration in Hong Kong business 


E 


XPLOITATION of 
minority shareholders is 
so much part of the cor- 
porate culture in Hong Kong, 
that the boundaries of the 
acceptable have become totally 
muddied. Department store 
operator Sincere, however, 
may have aided definition 
when it proposed that direc- 
tors' remuneration be 245 per 
cent of net profit. 

At an annual general meet- 
ing last week, Sincere's share- 
holders approved directors’ 
payments of HK5115m 
(US$1 4. 8m) for the year to Feb- 
ruary 1993, compared with net 
profit before extraordinary 
items of HK$47m- 
By comparison, one of Hong 
Kong's largest companies. 
Hutchison Whampoa, paid out 
directors' remuneration of 
HK$67m last year, against net 
profit of HK$3.05bn. 

The rarely outspoken Insti- 
tute of Chartered Secretaries 
and Administrators in Hong 
Kong is to publish an editorial 
in its magazine claiming the 
move by Sincere’s directors “is 
beyond bold - it is obscene". In 
Hong Kong, making money is 


rarely a dirty phrase. 

Sincere is typical of Hong 
Kong’s smaller listed groups; 
the board of directors is tightly 
controlled by one famil y, the 
Mas. who make up seven of the 
company's eight directors; the 
eighth is Mr Sehvyn Mar. 
whose family has long been 
connected with the owners. 

Sincere is also representative 


‘It is beyond bold - 
it is obscene.’ In 
Hong Kong making 
money is rarely a 
dirty word 


of the Hong Kong inclination 
towards trading property 
assets, and this has proven a 
lucrative combination. 

In April 1992. the company 
sold its headquarters for 
HKSl.iSbn and then paid out a 
special bonus dividend of 60 
cents a share. This represented 
a pay-out of more than 
HKSlfiQm, allowing the Ma 
family to reap some rewards 


from the transaction. 

However, it has only come to 
light now that the executive 
directors paid themselves an 
additional HK$67m bonus for 
their role in this transaction. 

It still remains unclear how 
they have justified paying 
themselves what amounts to a 
17 per cent transaction fee. 
They had already received as 
ordinary remuneration the 
equivalent of the company's 
entire net profit before extraor- 
dinary items. 

This is no isolated' incident. 
Hong Kong’s minority- share- 
holders rarely challenge direc- 
tors. and it has become 
accepted that certain groups 
carry exceptional risk/reward 
profiles. 

Evergo Holdings, run by the 
Lau Brothers, instigated one of 
the more notorious payment 
schemes when its four, family 
directors increased their remu- 
neration by 32 per cent to 
HK$60.Sm in 1990. a year in 
which the company posted a 
net loss of HKS13.4m. 

Although the package was 
approved by shareholders, the 
Laus eventually agreed to 


reimburse HK$l5m of their pay 
through a bonus dividend, in 
response to the subsequent 
public uproar. 

The UK's Cadbury report 
addresses the issue of direc- 
tors' reimbursement in detail, 
but since most Hong Kong 
companies have yet to take up 
the primary recommendation 
of introducing a broad base of 


‘Whatever Cadbury 
means to UK 
institutions, in Hong 
Kong it is still just 
a chocolate bar' 


independent directors, there 
seems little hope of short-term 
change. 

However, Hong Kong’s regu- 
lators are keen to demonstrate 
the stock market is evolving. 
In the past year, the govern- 
ment has appointed Inspectors 
to examine accusations of 
alleged corporate misfeasance 
by two large groups, Allied 
and Tomson Pacific. 


This has coincided with a 
tightening of the rules on dis- 
closure, and an increasing will- 
ingness on the part of the 
stock exchange to investigate 
suspected abuses of minority 
shareholders and extreme price 
movements in shares. How- 
ever. few investigations have 
home fruit. 

Mr Herbert Hui. head of the 
stock exchange's listing divi- 
sion. said the exchange was 
“looking into" the issue of Sin- 
cere's remuneration policy, 
and the company had been put 
under pressure to release a 
more detailed explanation to 
shareholders. 

One irony in the furore over 
Sincere is that when Mr Sel- 
wyn Mar took on the job of 
managing director in 1989. he 
allowed himself only a nominal 
salary of HKS1 per year, and 
said he was going to shake up 
the 90-year-old department 
store group. 

As Mr Archie Hart, research 
director of Crosby Securities, 
said: “Whatever Cadbury 
means to UK institutions, in 
Hong Kong it is still just a 
chocolate bar." 


Denim market helps 
lift Dominion Textile 


By Robert GJbbens 
tn Montreal . 

DOMINION TEXTILE, the 
Canadian-based international 
integrated textile group, con- 
tinued its recovery in the 
fourth quarter, mainly dse 
to strengths in the denim 
market. 

Operating profit was CSSEUm 
(US$29.3m), up 13 per cent, 
on sales of C$36110, a rise of 49 
per cent on a continuing basis. 

Final net profit for the year 
ended June 30, after special 
items, was C$30.3m, or 68 
cents, against a loss of 
C$74J3m. or C$2.31, a year ear- 


lier. on sates of C$L33bn, com- 
pared with C$L37bn. The 1992 
loss Included a C$65m special 
charge. 

“Fiscal 1993 was our best per- 
formance in five years," said 
Mr Charles Hantho, chairman. 
“And we see the improvement 
continuing into fiscal 
1994," 

Domtex has restructured 
heavily to meet international 
competition, and is a leading 
wand denim and yarn 
producer. Most of its plants 
are in the US and Canada, 
with others in Europe, 
north Africa and south-east 
Asia. 


CSR leads 
sugar export 
joint venture 

By Bruce Jacques In Sydney 

CSR, the Australian resources 
group, has joined with Austra- 
lia’s Mackay Refined Sugars, 
and ED &F Man, the UK sugar 
trading company, in a venture 
aimed at increasing exports of 
refined sugar. 

The new company will 
assemble CSR’s established 
Australian sugar refining 
assets, a new AS80m 
(U5554.4m) refinery being 
built by Mackay in Queens- 
land, a new dedicated vessel, 
and Man's marketing exper- 
tise. It will be controlled 
50 per cent by CSR and 25 
per cent each by Mackay and 

Mart, 

Mr Geoff Kells, CSR manag- 
ing director, said the venture 
would seek new markets for 
Australia's sugar exports. 
“This new joint venture means 
that for the first time Austra- 
lia wfll become an exporter of 
value-added white refined 
sugar," Mr Kells said. 

“At present, neariy all of the 
sugar which Australia exports 
is raw. World trade in raw 
sugar has been relatively 
static in recent years. How- 
ever, world trade in refined 
sugar has expanded and 
demand Is expected to con- 
tinue to increase." 


Barlow Rand treads break-up path 

Philip Gawith reports on the South African industrial group’s plan 

T 


HE writing had long 
been on the wall for 
Barlow Rand, South 
Africa's largest industrial 
group, which announced this 
week it will be breaking into 
four separate companies. 

Spurred by years of flat 
growth, under-performance of 
the share, and highly publi- 
cised had investments, espe- 
cially in the mining area, ana - 
lysts had been asking some 
hard questions about Barlows' 
performance. 

To that extent, this week's 
announcement, which follows 
indications in June the group 
may be going along the 
break-up path, was no surprise. 

Barlows will be split into 
four main divisions: Barlow 
Rand, with activities ranging 
from domestic appliances to 
capital equipment; CG Smith, 
focusing on consumer spend- 
ing; Reunert, on electronics 
and engineering; and Rand 
Minas/Rand Mines Properties, 
with Randcoal the main asset. 

The share prices of Barlow 
Rand. CG Smith and Reunert 
have hardly moved since the 
announcement, suggesting the 
full import of the deal has yet 
to be properly digested. 

The outlook for the various 
groups is difficult to predict as 
the deal will only be finalised 
in September, to take effect in 
February, and only then will 
the new managements- be able 
to start discussing their plans. 
All will start with seasoned 
managements and little debt. 

Much also depends on the 
strength and shape of an eco- 
nomic upturn of which there 
are now signs. CG Smith, with 
such powerful companies as 


Tiger Oats, Nampak and 
Adcock Ingram, and Reunert 
look like doing well while the 
rest of Barlow Rand will lag. 

This might, however, be 
proved wrong, especially if a 
new government spends 
heavily on a national recon- 
struction programme. 

What came as a surprise in 
the whole process was the 
speed at which executives 
acted. Just 10 days before the 
June announcement, senior 
executives were strenuously 
contesting that unbundling 
was the correct path to take. 

The speed with which Bar- 
lows embraced unbundling did 
not only surprise observers. 
When a three-man committee 
(comprising managing director 
Derek Cooper, Robbie Williams 
of Tiger Oats and non-execu- 
tive director Dick Goss) recom- 
mended to tbe board in June 
that Barlows should unbundle, 
it came as news to many, 
including some of the execu- 
tive directors. 

The driving force behind the 
process was the chairman, Mr 
Warren Clewlow. Although the 
investment community is luke- 
warm about Mr Clewlow, he is 
the man they must thank for 
promoting a course most of 
them favour. 

What prompted his decision? 
As one observer notes wryly; 
“The road to Damascus runs 
all over the place." 

Mr Clewlow said he started 
thinking about unbundling 
about a year ago when he 
relinquished his chief execu- 
tive role to Mr Derek Cooper, 
who became managing director 
in January 1992. 

The main concern was how 



Warren Clewlow: next stage is 
to broaden group activities 

to arrest the flat earnings per- 
formance of the past four years 
(attributable profit fell to 
R849ra 1 8252.6m' in 1992 from 
Rlbn in 1989 j. Other issues 
were how to take tbe group 
into the “new South Africa." 
and how to expand it beyond 
South Africa's borders. 


M 


r Clewlow contends 
the existing struc- 
ture - the product of 
diversification, especially in 
the 1980s - could not feasibly 
have been extended further. 

“There was no point in tak- 
ing the group even further and 
further like this (horizontal 
diversifi cation »." He believes 
the next stage is to deepen - 
rather than broaden - group 
activities. 


Amid reports that many 
directors are unhappy about 
the break-up, Mr Clewlow does 
not pretend his proposals met 
with universal acclaim. He 
does claim that “most" of the 
board supported the proposal 
“strongly,” but admits that “a 
lot” said they didn't like it, but 
were unable to suggest better 
ways of facing the future. 

air Clewlow argues that “in 
tbe past 20 years the way the 
group has grown was right,” 
but it is by no means a univer- 
sal view, 

One school of thought holds 
that Barlow Rand, in its cur- 
rent form, was conceptually 
flawed. That view maintains it 
was not possible for it to be 
committed both to developing 
brands, as the consumer activi- 
ties require, and to a cost-cut- 
ting culture in a commodity 
style business, with the aim of 
being the lowest cost producer 

The group has also suffered 
some grievous body blows in 
the recent past. The assembled 
calamities on the mining side 
did grievous damage to its 
prestige and credibility. 

The catastrophic venture 
into platinum, through Bar- 
mines; the lossmaking gold 
mines; the closures of the 
V'ansa vanadium plant and the 
Barbrook gold mine; the sale of 
Middelburg Steel - none of 
these redounds to Barlows' 
credit. 

Soon after acquiring control 
in 1971 of Rand Mines, the then 
chairman. “Punch” Barlow, 
wrote; “Our acquisition of 
Rand Mines brought us many 
more problems than we antici- 
pated.” He didn't know the half 
of it. 


Tandy 
disappoints 
with fall 
in income 

By Karen Zagor in New York 

TANDY Corporation, one of 
the largest US consumer elec- 
tronics retailers and manufac- 
turers, yesterday disappointed 
Wall Street by reporting sec- 
ond-quarter income from con- 
tinuing operations of $31.7m, 
or 38 cents a share. 

A year earlier, it recorded 
earnings from continuing 
operations of S42.7m. or 52 
cents a share. Sales and reve- 
nues rose to $843 .lm in the 
1993 quarter from SS0l.9m last 
year. 

Most analysts had expected 
the company to post profits of 
45 cents a share in the latest 
quarter, although some esti- 
mates were as low as 35 cents. 
At mid-session in New York, 
shares in Tandv had fallen Sl'-s 
to S28‘ a. 

Tandy's results were mud- 
died in both years by one-time 
items. In the 1993 quarter, it 
suffered a loss from discontin- 
ued operations of 3109.1m. A 
year earlier, one-time gains of 
S19m from the sale of a Japa- 
nese subsidiary were partly off- 
set by a loss from discontinued 
operations of $14.6m. 

Including these items, Tandy 
posted a second-quarter net 
loss of $77.3m, or SL01, com- 
pared with net income of 
$28.1m. or 34 cents a year ear- 
lier. 

For the first half, income 
from continuing operations 
slipped to $72 jm, or 8S cents, 
from S82m, or 97 cents the pre- 
vious year. 


Notice of Redemption 
To Holders of 

Commercial Mortgage-Backed Bonds, Series 1985-1 
1 1% Sinking Fund Bonds Due September 11, 1995 

of 

CM International, Inc. 

NOTICE IS HEREBY GIVEN that, in accordance with provisions of dwt certain Indenture, 
iLted as of September 1 1. 1985 1 the “Indenture”), between CM International. Inc. (“CMI"| and 
Citibank. N.A.. as Trostee (the "Trustee"!, pursuant to which CM! issued USS 147,950.000 
original principal amount of Sinking Fund Bonds Due 1995 leach a “Bond”, and collectively. 

the ■'Bonds"'): . ^ - . . , , , . 

j On September U. 1993 (the “Redemption Dote ) a mandatory partial redemption of the 
Bonds will be made through a sinking fund. Tbe mandatory sinking fund redemption and 
accrued interesr due on the Redemption Date will be paid, in the case of bearer Bonds, upon 
presentation of the related coupon and will be mailed, in the case of registered Bonds, to the 
holder or record, both in the usual manner. ■ r> . 

2. CM1 has elected to redeem all of the Bonds char remain outstanding on the Redemption ware 
after the completion of the mandatory partial redemption as described above at aredemption 
nri.ee ot I02 c ’u of the principal amount of each Bond (the “Redemption Price '). The amount 
parable as the Redemption Price will be USS2.598.40 for each Bond issued in the original 

principal amount of USS5.000. , _ , 

r £j n , ki R L tj emotion Date, the Redemption Price will be due and parable on each Bond upon 
"the presentation and surrender thereof, together with, in the case of Bonds which are bearer 
Ronds, all coupons appertaining thereto which mature after the Redemption Date, to any of 
■he Paving Agents at the locations specified below. Since the Redemption Date is not a 
Rusircss Dav. pursuant to the terms of the Indenture payment wd! be made ou each Bond 
upon presentation and surrender thereof on or after the following Business Day, Sep [ember 
tV 1W If am Bond presented for redemption shall not be accompanied by ail appurtenant 
coupons maturing after the Redemption Date, the Redemption Price for such Bond will be 
reduced bv an amount equal to The face amount of all such missing coupons, 
i Intere« shall ctsuc to accrue on all of the Bonds on and after the Redemption pate. 
y The Bonds may be surrendered for redemption to any of the following Paying Agents at the 
fallowing locations: 


Citibank. N.A- 
1 1 1 Wail Street. 5th Floor 
Corporate Trust Window 
Now York. New \ork 10043 
.for Registered Bonds only) 

Citibank- N.A. 

Citibank House 
4 *6 Strand 

London WC2R IHB 
England 

Citibank. N.A. 

Avenue tie Tervuren. 24V 
B 1150 Brussels 
Belgium 


Citibank (Luxembourg). S.A. 
16. Avenue Marie-Therese 
Luxembourg 


Citibank, AG 

None Mainaer Strasse 40/42 
D-6000 Frankfurc/Main L 
. Germany 


Gtibank (Switzerland) 
Scestrasse 25 
CH8022 Zurich 
Switzerland 


NOTICE 


CM laUmatwaal, Inc. 


August ii. 1995 

.1 IOQ4 withholding of ?I7« of gross redemption proceeds and of any interest 
As Of j-tnuan . ■ ‘ ; Unilts j gutes mav be required by the internal Revenue Code of 1986, 

payment nude w m p^, Act c f 1992, unless t he Paying Agent has the correct taxpayer 

.» .tinu-nded u> « nB c«^ r jrv or employer identification number) or exemption certificate 

ttk-nritjc.it »°n mm ^ ^_^ vCOfnp ie«d Form W-9 or exemption certificate or equivalent 

Bon* W -*■■■■*» 


Notice to the Holders of 

Diasonics, Inc. 

6 1/2% Convertible Subordinated Debentures Due 2001 

NOTICE IS HEREBY GIVEN, purauant to the Indenture, dated aa of July 30, 1986, 
between Diasonics, Inc. (the "Company' 1 ) and Citibank, N.A.. Itha "Trustee"), that the 
Company haa elected to redeem all of its Outstanding Securities on September 1 5. 1993 
(the "Redemption Date”), at a Redemption Price of 100% of the principal amount thereof, 
together with accrued interest from July 30, 1993. Payment of the Redemption Price will 
be made upon presentation and surrender of the Securities together, in the cases of 
Securitise issued in bearer form ( the " Bearer Securities"), with eO interest coupons maturing 
after July 30, 1993 at the offices of the Paying and Conversion Agents set forth below. 

On the Redemption Date, the Redemption Price will become due and payable upon each 
such Security to be redeemed, and that interest thereon shall ceasa to accrue on and after 
said date. 

If any Bearer Security surrendered for redemption shall not be accompanied by all 
appurtenant coupons maturing after the Redemption Date, the amount of any such Trussing 
coupons win be deducted from the Redemption Price otherwise payable. 

No payment with respect to any Bearer Security will be made at the Corporate Trust 
Office of the Trustee or any other paying agency maintained by the Company in the United 
States or by check mailed to an address in the United States or by vansfar to an account 
in the United States. 

The Securities may be converted into shares of Common Stock of the Company at the 
Conversion Price of U.S. $23 1/8 aggregate principal amount of Securities for each share 
Of Common Stock. Tha closing price of the Common Stock on the New York Stock 
Exchange on July 30, 1993 was U.S. 91 2 1/8 per share. All rights to convert the 
Securities into the Common Stock expires as of the close of business on tha Redemption 
Date. 

Paying and Conversion Agents. 


Bearer Debentures: 
Citibank. N.A. 

Avenue do Tervueran, 249 
EH 150 Brussels. Belgium 

Citicorp Bank 
[Luxembourg) S.A. 

1 6 Avanua Maria Theresa 
Luxembourg 

Dated: August 11,1993 


Citibank. N.A. 

Citibank House. 335 Strand 
London WC2R THB, England 

Citicorp Bank 
(Switzerland) 

Soostraaso 25 

CH8022 Zurich. Switzerland 


Registered Debentures: 

Citibank. N.A. 

Corporate Trust Window 
111 Wall Street. 5th Floor 
New York. NY 10043 
United States ('Trustee') 
(for Registered Bonds only) 


Diasonics, Inc. 

A3 of January 1. 1993, withholding of 31% of gross redemption proceeds and of any 
interest payment mads within the United States may be required by the Internal Revenue 
Code of 1986, as emended by the Energy Policy Act of 1992, unless the Paying Agent has 
the correct taxpayer identification number (social security or employer identification number) 
or exemption certificate of the Payee. Please- furnish a properly completed form W-9 Form 
or exemption certificate or equivalent when presenting your securities.. 


St.George 

ACN 055. 513 070 4— » 



U.S. $100,000,000 
Floating Rate Notes due t99S 

Nonce is hereby given that tor the interest Period lOrh Aupist. 1993 
to 10 th November. 1993 the Notes will carry a Rsice ul Interest at 
3 . 7625 % per annum. The Interest Amounts parable will be U.S. 
$ 96.15 per U.S. * 10.000 Note and U.S. $ 961.53 per U.S. $100,000 

Note. The Interest Payment pgtc Mill he ICtU NovemK-r. IW3. 


Bankers Trust 
Company, London 


Agent Bank 


PAN - HOLDING 

Soaetr A non vine - LutcmlMiiry 

Afterpayment on July 1. TWA 
of a OMdend ot USD 9.50 per 
shate m respect ot the year 
1992 (coupon No 581. She 
unconsolidated net asset value 
as ot July 31, 1993 was USD 
3t0215.l68.9i l.e. USD 594.03 
per snare of USDJOO par value. 
The consolidated net asset 
value per snare amounted as (ri 
July 31, 199310 USD 589.18. 



His home is destroyed. 

His family is missing. 

You can do something to help. 

What comfort can you give to children who’ve seen their 
homes destroyed by war in what was once Yugoslavia? 

Tbe Red Cross is giving them shelter, toad and medicines. 
We’re reuniting thousands with parents who thought they'd 
never see them again. Already we've go! aid through to over 
2 million people. Yourdonation will help even more. 


Yes, I want to help 

! e-nders* j chequeiposlal order t parable to British Red Cross) for 

□ £250* □ £50 □ £25 D £15 Other£ __ 


Or please debit my VisaAlisrereard.'AmevDiiiers Oub/Swuch Card 

Expir. 1 

Dale I 


| Ho M M I 
J Todays date 


Signature 


Call tbe British Red Cras Hotline to make a nedit debit rari dAiuhon 

ST 071 201 5250 


Mr'Mr&'MiSiMs , 
Address 


Postcode , 


. Tel. . 


Mgw please send this enurnn with your dona tion. I* ’British Red Crew. 
Former Yugoslavia Appeal. Room JM. FREEPOST • LONDON SVV1X 1"BR 
"A donation Of or more is worth a third as much again through Gut Aid 

as we can daira batik the Un. 

□ Please lick iHk. b** it you do not want to iMnve further information on 
thfRedCrw 

□ Tk t rln*. h0» if you would like a receipt. 


L. 


+ 


British Red Cross 


Ri^ifnkl CKmh :io 2S.* l 4'i 
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Bundesbank’s stance disappoints Europe 


By Sara Webb In London 
and Patrick Harverson 
in New York 


FT FIXED INTEREST INDICES 


THE BUNDESBANK'S repo 
announcement yesterday pro- 
vided the main focus of atten- 
tion for the European govern- 
ment bond markets, as dealers 
and investors waited for signs 
that the German central bank 
would allow an easing. 

In the event, the Bundes- 
bank left its 14-day repo rate at 
6.80 per cent, unchanged on 
the previous week and only 5 
basis points above the Bundes- 
bank's discount rate which 
usually acts as the floor for 
money market rates. 
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97.36 in average volume. 

Mr Philip Tyson, European 
economist at Yamaichi Inter- 
national, pointed out the Bund- 
esbank’s tough stance on the 
interest rate front “bodes well 
for the inflation outlook and 
helps the long end of the mar- 
ket". 


While expectations of a cut 
had not been particularly 
strong before the repo, there 
was clearly disappointment 
that the Bundesbank failed to 
ease. 

“The Bundesbank is keeping 
its cards close to its chest and 
this move has dampened down 
the (discount] rate cut specula- 
tion," said one dealer. 

The Liffe bund futures con- 
tract which opened at 97.10. 
slipped back to a low of 97.03 
on the repo news but later 
moved up to reach a high of 


■ THE RALLY in longer-dated 
US Treasury prices continued 
yesterday morning, pushing 
yields further into record low 
territory as dealers and inves- 
tors prepared for the afternoon 
note auction. 

By midday, the benchmark 
30-year government bond was 
up Vi at 108*1, yielding 6.455 per 
cent, another new record low. 
At the short end or the market, 
the two-year note was down i 
at 100£. to yield 4.066 per 
cent 

Although trading throughout 
the morning was relatively 


subdued, prices sustained their 
upward momentum at the long 
end. 

Dealers said there was noth- 
ing particularly new behind 
the long end's advance, which 
was put down to the fol- 
low-through from overnight 
buying in Japan, and to pre- 
auction jockeying. 

In the afternoon, the 
Treasury was due to sell 
S16.5bn in three-year notes, the 
first part of its latest refunding 
round. 
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at 122J28, Up 0.36. 


■ THE Banque de France left 
its overnight rate unchanged 
at 9.75 per cent, disappointing 
those who believe the rate 
could comfortably be lowered 
at any time. 

Long-dated French govern- 
ment bonds ended firmer on 
the day. and the Matif 
September bond futures 
contract ended floor trading 


■ MEDIUM and long-dated UK 
government bonds gained over 
a quarter of a point as foreign 
investors continued to buy the 
gilt market, inspired by the 
favourable inflation outlook. 

In the futures market, the 
September gilt futures contract 
broke through the 112 level to 
end at 112.01, up from 111.15 at 
the previous day's close. 

The market is waiting for the 
release tomorrow of the July 
unemployment figures and 


June average earnings and 
industrial production 
data. 


■ THE JAPANESE govern- 
ment bond market ended 
firmer, supported by the 
strength of the yen against the 
dollar and hopes that the Bank 
of Japan will ease monetary 
policy over the neat few 
months. 

The September futures con- 
tract opened at 111.67 and 
readied a high of 111.78 before 
ending at 11L70. 


Strong demand for asset-backed FRNs 


By Antonia Sharpe 


THE international bond 
market was enlivened 
yesterday by the launch of 
the first securitisation of con- 
sumer loans in the sterling 
sector. 

Demand From domestic and 
foreign investors for the £190m 
offering of asset-backed float- 
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big-rate notes, issued by First 
National Finance Corporation, 
was such that the entire deal 
was placed by late afternoon, 
according to the underwriter. 
Baring Brothers. 

Mr Tim Ingram, group 
finance director of First 
National Finance Corporation, 
said the company planned at 
least two public securitisations 
a year, the purpose of which 


would be to reduce bank debt 

The issue was made up of 
£170m of senior Triple A notes 
and supported by a £20m 
tranche of mezzanine subordi- 
nated notes. The notes are 
backed by 80,000 unsecured 
consumer loans, advanced for 
home improvements, and are 
expected to have an average 
life of just under four years. 

Barings said the notes 
offered investors a return of 55 
basis points over the three- 
month Sterling London Inter 
Bank Offered Rate (Libor). The 
notes were priced at a slight 
discount to par and were 
offered at par when they were 
freed to trade in the late after- 
noon. 

Also in the sterling sector, 
English & Scottish Investors 
raised £25m through the issue 
of debenture stock due 2023. 

The stock's gross redemption 
yield was fixed at 75 basis 
points over the semi-annual 


yield of the UK Treasury’s 8*/i 
per cent stock due 2017,. which 
stood at 8.282 per cent yester- 
day. 

Mr John Cameron, director 
at the underwriters. Kleinwort 
Benson, said that the stock's 
coupon of 8V; per cent repre- 
sented the lowest borrowing 
cost for an investment trust 
since the 1960s. 


Elsewhere. Commerzbank 
raised DM500m through an 
issue of five-year Eurobonds 
with a coupon of 6 per 
cent. An official said the 
break-even price for 
underwriters was 99.20 and 
that the bonds were being 
offered at 99.35 in the 
afternoon. He added that the 


Switzerland, the Benelux 
countries and through the 
bank's domestic retail 
network. 

Syndicate managers said 
that the recent volatility in the 
European exchange rate 
mechanism and hopes of a cut 
in German interest rates had 
increased the attraction of the 
D-Mark sector. 


THE HONG Song Futures 
market will on Friday repay 
the special HK$1.93bn 
(US$249m) ‘lifeboat* loan 
which rescued it from bank- 
ruptcy after the October 1987 
stock market crash. 

Since the crash, the govern- 
ment has imposed a 0X1 per 
cent levy on all stock 
exchange transactions, and a 
HKS30 levy (subsequently 
reduced to HK35) on all Hang 
Seng Index futures contracts, 
to help repay the loan. 

These special levies will be 
suspended after the close of 
trading on Friday. 

The Hang Seng Index 
futures contract had been the 
second most active in the 
world in 1987, but after the 
four-day closure of the stock 
market from October 19, mem- 
bers of the Futures Exchange 
defaulted on HKSUJbn worth 
of obligations. 

It is only in the past 12 
months that the futures mar- 
ket has seen a recovery in 
turnover, and the suspension 
of the levy is expected to 
encourage greater liquidity. 

Mr Michael Cartland, secre- 
tary for financial services, 
said: “The suspension of the 
special levy clears up the last 
outstanding Issue left over 
from the 1987 market crash* 
which can finally be regarded 
as a matter of history.” 


G REEK privatisation, 
beset with legal obsta- 
cles, political opposi- 
tion. and union resistance, 
is wiaWrtg painfully slow prog- 


China issues 
Yankee bonds 
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Commerzbank O'seas Finance 

500 

e 

101.2 

Sep.1998 

2 

- 

CorreneizbaVi 

STERLING 

First 2. senior nous{a)$ 

170 

10) 
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Baring Brothers & Co. 

AUSTRALIAN DOLLARS 
Primary ind.Bank of Australa 

50 
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Sep.1998 

2 
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Hambies Bank 

DANISH KRONER 

Finance for Danish Industry 

300 

6.625 

100.395R 

Sep.1996 

OJ75R 

. 

Chemical Investment Bank 

SWISS FRANCS 

Kantunoto Co.lty+<t> 

50 

0.B75 

100 

Aug 1997 

- 

- 

Yamaichi Bank (Sarttz.) 
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CHINA has for the first time 
Issued bonds in the US. accord- 
ing to the official Xinhua 
News Agency, AP-DJ reports 
from Beijing. 

China International Trust 
and Investment Corp (Citic), a 
leading Chinese borrowing 
institution, issued $25 Qm 
worth of non-caHable, 10-year 
Yankee bonds on July 28. The 
bonds sold at $99,706 and have 
a yield of 6.916 per cent, 1 per- 
centage point more than the 
US Treasury's 10-year note. 

Citic also plans to issue 
Y30bn in bonds later this 
month in Luxembourg. 


The diversity, of stale-con- 
trolled assets for sale in 1990 
created problems Car the gov- 
ernment in setting; priorities 
for disposal. The 200 or so com- 
panies on offer amounted to a 
cross-section of the economy, 
ranging from gmnTI tortile and 
white goods producers .to 
major concents like shipyards, 
banks and <*>n«i n t makers. 

To underline the official 
commitment to transparency, 
the g o vernment selected presti- 
gious international banks to 
advise on disposals, but often 
with considerable delay. 

Credit Suisse First Boston 
h as done best, advising on the. 
sale of a 35 per cent stra teg ic 
stake in OTE, the state tele- 
communications company, and 
also acting as joint global 
co-ordinator, with J. Henry 
Schroder Wagg, for the flota- 
tion of another 14 per cent of 
the company on the Athens 
stock exchange. 

CSFB is also advising the 
government on the sale of two 
state-owned oil refineries and 
the National Bank of Greece on 
disposing of several luxury 
resort hotels. 

NM Rothschild* the govern- 
ment's overall adviser on pri- 
vatisation. was given the job of 
co-lead mmag Br for the inter- 
national tranche of the tele- 
communications group IPO. ■ 

However, the foreign- advis- 
ers failed to persuade the gov- 
ernment to set clear regula- 
tions for the privatisation 
process. As a result disposals . 
were at first carried out piece- 
meal. 

It was not until Mr Stefanos 
Man ns, a keen advocate of 
unbundling the state* took 
over both the economy minis- 
try and the privatisation port- 
folio that the pace of disposals 
picked up. 

To date, about 70 companies . 
have been unloaded, raising 
Dr200bn <$850m), of which 
Drl24bn came from the sate of 
Heracles General Cement to 


Calcestruzzi. a subsidiary of 
Italy's Ferruzzi group. This 
year’s budget target for 
privatisation revenues is 
DriSGbn, to be covered by the 
sale of OTE - and thr two 

refineries. 

While most sales so far ham 
been direct, the- Athens! stock 


for disposals. The 
recently sold a 37 . per cent 
stake in Hellenic Sagar. the 
state sugar producer, for 
DrT.lbn. Two more state hanks 
will be privatised through the 
bourse this year. fclowmg- 
safe by public tender bf Bank 
of Athens to Korea's Hamha 
gr o up for DrkZbn. V.- 

However. plans to sefl a ® 
per cent stake in Olympic Alb- 
ways, the state carrier, axe .o a 
hold wbfie the atritoe is bemg 
restructured.. 

Mo reover, both mates- sates 
in I992have run into problems 

that will affect future (Bspas- 
als. Heracles will proba bly be 
put up. for safe again fetor this 
year because of Jtemizzi's 
political and financial dffical- 
ties. i ' 




irsons li 


A t Eteusis. Shipyards, 
sold by CommerciaL 
Bank for. , ftutm to 
NJ. Peratikos, a London-based 
Greek shipping group, - labeta 
problems, left unresolved fa 
the interests of brfagfagoffibe 
safe, have fatoBhidncrlfa - 
new owners took over: .This 
has proved a deterrent to ofacar' 
leading Greek shipowners 
being courted by ihe govam- 
meat to take over Betteoic 
Shipyards, the state-owned 
yard. - • .. 

Even tiie OTE rafe to jfegqk . 
oping into a diffhanger, with 
the government btingJotcad to : 
delay the passage of eqa&fag 
legislation, which would trans- 
fer m a na g emen t to the strafe 
gic investor, because of ogpe& 
tins from a faction ih : the . 
rating c o n ser vati ve party. 

However, if extho* the safe ok 
flotation, where the inteftn- 
tkmal tranche amounts fa g, . 
per cent, fall victim to addk r 
tional delay, bidders may tan 
to other totemaftonal teleoaf 

munmnHimn offerings* - 

a heavy blow to Greek crodarfT 
fty fa Btewrfrf markets; ; 
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COMPANY NEWS: UK 


in spending patterns means uncertain outlook for worldwide advertising growth 

gains help Saatchi to £9m 


CURRENCY gains boosted 
interim sales and profits at 
Saatchi & Saatchi, the heavily- 
advertising gr^p 

re P0rtMa 
CTjtat increase in the pre-tax 
return to 29.1m. 

JP** Profits advance was 
achieved on revenue up nj> 

o«t to £«to for Se ^ 

mouths to June 30. Favourable 
currency movements had been 
a &r vtrtuaUy an of 

* , per cent improvement 

m continuing operations 
Mr Charles Scott, the 
accountant who took over as 
J™. executive of the woiid's 
fourth largest advertising 
aeancy in April, said that to 
spi te of the currency gains the 
mterim results showed a groan 
improving steadily from a 
finan cial viewpoint". Revenue 
for the current year was expec- 
ted to be broadly similar to last 
yea r's £?48xo, excluding cur- 
rency movements. 

He warned against compla- 


cawy, however, saying that a 
shift m the spending patterns 
of easterners away from short 
oursts of promotional activity 
to more sustained value for 
money branding “could dia- 
ropt - ■ . traditional expendi- 
™ patterns”. The worldwide 
outlook for advertising growth 

ts uncertain." he added. 

Net debt bad fallen from 
*iS2m at the end of 1992 to 

2177m at June 80 following 
£73m rights issue. Mr Scott 
Mid the group aimed to reduce 
borrowings to £145m by the 
end of 1993. 

He re-emphasised his com- 
mitment to paying a dividend 
in 1994. Earnings per share 
were Up (4^p losses). 

Mr Scott said much 
remai n ed to be done to 
improve the group, particu- 
larly in light of the downturn 
in Europe. “We stfll need to get 
our costs down in some areas." 

Margins had' fallen from a 
peak of &5 per cent in the first 
half of 1992 to 4.7 per rent This 
was expected to rise to 6 per 


emit by the and of the year, 
after further cost-cutting, and 
to 19 per cent by the end of 
1995. Saatchi, which has cut 
staff by 5 per cent to 11300 In 
the last 18 months, is expected 
to seek farther reductions in 
Europe and possibly the US. 

Conti n ental Europe had suf- 
fered most severely in the first 
halt particularly Spain. Trad- 
ing profits were more than 
halved from £9.7m to Stfim. 
The 33 per cent Increase in 
profits from the US to £10ikn 
was mainly because of cur- 
rency gains. Underlying reve- 
nue growth remained f fa t. 

The most encouraging signs 
came from the U K an d Pacific 
region. Although UK revenues 
fefl. 3 per rent , trading profits 
were tip from £2 Am to £3.1m. 

The group's stronger finan- 
cial position meant that it 
would begin to focus on invest- 
ing the rights issue money. Mr 
Scott said. One of the first tar- 
gets would be to build up the 
Zenith media buying company 
in to a global concern. 



Citibank to sell UK life 
unit to Cannon Lincoln 


Charles Scott group was now in a stronger financial position 


Bensons lists on low tide of doubled losses 


By Catherine MBton 

BENSONS CRISPS, conceived in 
wartime austerity, yesterday splashed 
ont on a shipboard press lunch, as the 
company listed on a low tide of dou- 
bled pre-tax losses made in the compa- 
ny's weaker first half. 

It was all a world away from Mr 
Sidney Benson, the fish and cirip shop 
proprietor who fooght a 1940s oil 
shortage with lard and ensured an 
unbroken supply of crisps for the peo- 
ple of Wigan, founding the snack 


maker at the same thm>. 

Tbe “informal press luncheon 1 *, 
aboard the Honourable Company of 
Master Mariners Headquarters Ship, 
the HMS Wellington, was probably not 
meant as ironic alluskm to fire la te, 
lush eighties. 

Mr Tony Fkkfian, the finance direc- 
tor presiding over losses of £386,000 
(£191,000) for the six months to May 
29, said: “It’s a matter of honour. We 
turn out whether the news is good or 
had." • • 

. The losses, were struck on turnover 


up at £l6-5m (£l5.6m). The increase in 
sales was entirely due to supermarkets 
and discounters, in line with the gen- 
eral trend. 

In the independent sector, which 
accounts for more than 50 per cent of 
Bensons’ sales. Golden Wonder, owned 
by Dalgety, had taken market share 
by slashing prices to 1970s 
levels. 

Sight and Sound, the company's 
small animation offshoot, suffered 
from a last minute cancellation as a 
result of which it also lost money. 


Nevertheless, the interim dividend is 
maintained at 0.7p, although losses per 
share deepened to 3.2p (l.7p). 

All this on top of a first half typically 
weakened by seasonally high potato 
prices, means Bensons could be for- 
given for describing its results as dis- 
appointing, but not surprising. 

However, Mr Malcolm Jones, chair- 
man. said the second half “is beginning 
to take on a more positive 
shape". 

Despite this, Bensons' shares ended 
the day 7p lower at 62p. 


By Norma Cohan, 

Inves tm e n t Correspondent 

CITIBANK is to withdraw from 
the UK life insurance under- 
writing business and is selling 
its Citibank Life Assurance 
unit to Cannon Lincoln, the 
UK life insurance subsidiary of 
Lincoln National Corporation 
of Indiana. 

Terms of the sale were not 
disclosed. 

Just 18 months ago, Citibank 
matte a significant push into 
the UK life business by acquir- 
ing the sales force of MI Group, 
a 700-strong sales team known 
for its hard-sell approach and 
reliance on cold-calling cus- 
tomers. 

At the time. Citibank Life 
had assets under management 
of £100m, which have since 
grown to £250m. 

Since then. Citibank has 
injected fresh capital into the 
subsidiary, most recently a 
£3 .25m addition within the past 


few months, according to Mr 
Paul Curran, head of UK con- 
sumer banking for Citibank. 

Mr Curran said the move 
reflects the continuing ration- 
alisation of the bank's 
operations worldwide. “While 
we think life and pensions 
businesses are key, we don’t 
think we need to be in under- 
writing, ” he said. 

Citibank will continue as a 
“tied agent” of the new com- 
bined entity, selling its prod- 
ucts exclusively through its 
branches. Also, Cannon Lin- 
coln sales agents will have 
access to Citibank customer 
lists and in turn, will offer 
some retail Citibank products, 
such as short term deposit 
accounts and mortgages to its 
own customers. 

The move is part of a grow- 
ing tide of rationalisation in 
the UK life insurance business, 
spurred on by tighter disclo- 
sure regulations which are 
expected to heighten competi- 


tion among firms. 

For its part, Cannon Lincoln 
said the acquisition is part of 
its strategy to play a signifi- 
cant part in the UK life insur- 
ance business. 

The combined businesses 
will have assets under manage- 
ment of over £965m and will 
become the 16th largest seller 
of unit-linked life and pensions 
products in Britain. It will 
have a combined sales force of 
1,428 directly employed sales 
agents and 1,040 tied sales 
agents who sell Camion Lin- 
coln products exclusively but 
who are not directly employed 
by the company. 

After the acquisition, Can- 
non Lincoln will have 80 
branch offices, up from the 
current 30. and its bead office 
staff wifi roughly double to 
720. 

Cannon Lincoln said there 
were currently no plans for 
rationalisation of staff follow- 
ing the acquisition. 


Advertising upturn lifts CIA 


By Catherine MBton 

CIA GROUP, the independent 
advertising media buyer, yes- 
terday announced pre-tax prof- 
its ahead from £1.87m to 
£13dm in the six months to 
June 30. as clients returned to 
more normal budget patterns. 

Mr Chris In g ram, chairman, 
said; “Half year comparisons 
with 1992 have been adversely 
affected by a shift in our busi- 
ness towards the second half of 
the year, after an unusually 


even split last year." 

He said all companies in the 
group would show increased 
sales in the full-year. 

Turnover rose to £122.9m 
(£H6.3m) on the back of 
increased spending by clients 
and new business. Mr Ingram 
said: “There are some small 
signs of the recession ending in 
the UK. but we are seeing 
recessionary patterns in conti- 
nental Europe." 

Operating and administra- 
tion costs increased to £5.57m 


(£4.94m), reflecting investment 
in new senior management and 
start-up costs of the Billett 
Consultancy business. 

Investment income was 
lower at £310,000 <£753.0001 as 
UK interest rates fell and cash 
decreased to £7m (£8m). mainly 
because of CIA’s purchase of a 
45 per cent stake in Blufin of 
Italy. 

The interim dividend goes up 
to L46p (l.32p). payable from 
earnings of 8.3p (8.59p) per 
share. 


Russell Hobbs behind 88% leap at Pifco 


By Roland Rudd 

A STRONG performance by its 
Russell Hobbs brand 
Pifco, the electrical appliances 
group, to report a 88 per cent 
increase in annnai profits. 

Hie pre-tax onteome.2br.tite 
12 months to April 3D rose from 
£U7m to £2 .2m on sales of 
£37.4m (£40m). 

Mr Michael Webber, chsr- 
man , said: “Improved effi- 
ciency and profitability at finer 
sell Hobbs and tight control on 


all costs throughout ihe group 
was responsible for the rise in 
profits.” 

As part of the rationalisation 
the workforce was reduced by 
12 per cent, leading to the loss 
of 78 jobs. The company ended 
the year with a net bal- 
ance of f4-6m. 

In the 28 months before the 
gr ou p acquired Russell Hobbs 
it incurred losses of £31m. Mr 
Webber conceded that analysts 
had been nervous, about the 
purchase, believing it to be 


either a big lead forward or big 
mistake. “I believe we have 
now proved it has been a suc- 
cess” he said. 

Tax charge remained low at 
5 per cent because of accumu- 
lated losses at Russell Hobbs. 

Pifco is exploring potential 
acquisitions in the European 
small appliance industry. 
“Timing is everything" saiH Mr 
Webber, “but there could be 
some good buys in Germany 
where many of the family busi- 
nesses are thinking twice 


about their options." 

He described consumer confi- 
dence in the UK as “fragile and 
erratic” with margins under 
pressure. 

The company is planning to 
launch a number of products 
at the bottom end of the mar- 
ket to co-exist with its pre- 
mium brands such as Russell 
Hobbs and Carmen. 

Earnings per share rose to 
25.5p (I3.9p). The final dividend 
is raised to 4.75p malting a 
total of 825p (7.75p). 


Brit Land signs Soros link 


A BINDING agreement to set 
up a property partnership 
between British Land and the 
Quantum Fund, headed by Mr 
George Soros, has been signed 
10 weeks after it was first 
announced, writes Vanessa 
Houlder. 

The delay in finalising 
stemmed partly from the com- 
plexity of the tax and legal 
arrangements, complicated by 
Quantum’s move from the 
Netherlands Antilles to the 
Cayman Islands. 

The final agreement has 


given British Land the right to 
to buy Quantum's interest, 
once the investing phase of the 
partnership, which is expected 
to have funds of at least £lbn, 
is complete. If British Land 
decides not to buy out its part- 
ner, Quantum may do so. 

British Land said that the 
importance of the new clause 
was that it allowed it to plan 
its finances ahead for the exit. 
In its preliminary form, the 
partnership was expected to be 
ended through the liquidation 
of the property. 


DIVIDENDS ANNOUNCED 



Current 

payment 

Date of 
payment 

Cones - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Allied Irish 

int 

4.1* 

Oct 7 

aa 

_ 

at 

Bensons Crisps _ 

int 

0-7t 

Oct 5 

0.7 

. 

2.85 

BPP _ 

— mt 

3 

Nov 4 

2.7 

_ 

8 

CIA § 

int 

1.46 

Oct 5 

1.32 

. 

4.35 

General Accident. 

int 

8.7 

Jan 1 

9.7 

_ 

26.75 

Howard Holdings 

fin 

0.5 

Oct 19 

0.5 

0.5 

0.5 

New Ireland 

int 

3.5* 

Sep 17 

3.3 

. 

12.56 

Pifco 

fin 

4.75 

Oct 1 

4.25 

8.25 

7.75 

Practical Inv 

fin 

2.49 

Oct 19 

2.2 

3-59* 

33* 

Rexmore fin 

1.05 

Oct 7 

1.05 

1.75 

1.75 

Riv/Merc Geared 

int 

1.4 

Sept 27 

1.4 

" 

7.525 


Dividends shown pence per share net except where otherwise stated. fOn 
increased capital. §USM stock. *Excludes special distribution, *lrish cur- 
rency. tFor 9 months. 


This annonneeaeat appears as a matter of record only. 

August 1993 

CITC Seoul Access Trust 

fa securities investment trust established under the laws of the Republic of Korea) 

managed by 

T*T 

-<jp- Citizens Investment Trust Management Co., Ltd. 

PLACING 

of 

5,000,000 Units 
at US$ 10. 30 per Unit 
payable in full on subscription 
and 

LISTING 
of the Units on 

The Stock Exchange of Hong Kong Limited 

Underwriter 

Korea Development Securities Co., Ltd. 


Placing Agents 


Baring Securitis Limited 


Jardine Fleming: Securities Limited 


Daeya Securities Co., Ltd Daishin Securities Co.,Ltrf 

first Securities KDBBinkfU.K.) Limited 

Kklnwort Benson Securities (Ask) Co.JLtd Seoul Securities Co., Ltd 

Twig Yang Securities Co., Ltd 



LEGAL NOTICES 


IN THE HIGH COPRT.OF JUSTICE 


IN THE MATTER OF 
W.¥TQKji,M3E OiTERNATlGNAL 
HOLDINGS MX 
AND IV THE MATTER OF 
THE COMPANIES ACT 1985 

NOTICE IS HEREBY GIVEN tha it* Gnkr of 
Ibe Hlfcfi Cmui cT Jnslicc (Qoocrry pivciuoi 
ifaled Joh 1*0 confirming 
H U>c ic&kuod oT lie Jmc captul of the above 
UDid Canipuv Irani {[4,866,301.110 m 
£1,00,835 «; ami 

2) it— ODCEgama of ihr ttere premium ■roam 

of ttf 4lh! Company of £3.792,16636 

anJ the Minnie jppnncJ by ibe Coen aboaiOE 

vrrth mnd Ui the capild of Ihe Cosnasy as 

alierw) lie «-»er*l paitimlan required by lie 

aboic-acmioueiJ Aa were rcBKletnl by Ibe 

Repaar oi Cwnn-nk-s on 4 Aupai 1993. 

DATED Ibis Scb day of Ansusl 1993 

Bcfwm Urshtwi. Home 

Loadm bndfe. London EC4R9HA 

Kef. n.-Jimj'w i45is>i 

So [tellers far Ibe aborc-namrd Company 




^CA.a\!S^a^gL§GTRlCA(t 
DEBARffluisinnaro 'f 

MUN.OBJOOQ CXMOeoBSEWCOSJI 


PRIVATISATION PROCESS OF 
C.A. ENERGIA ELECTRICA DE BARQUISIMETO (ENELBAR) 

OPENING OF REGISTER OF INTERESTED PARTIES 

The Fondo de Inversiones de Venezuela ("F.I.V."). as the coordinator of the 
Venezuelan privatisation process, will privatise, via an international bid 
process, up to 89.65 per cent of all outstanding shares of CJL ENERGIA 
ELECTRICA DE BARQUISIMETO C ENELBAR') on October 14, 1993 in 
Caracas, Venezuela. 

ENELBAR is a fully integrated company that generates, transmits and 
distributes electric energy in the State of Lara. The Company has 200,362 
subscribers, covers a total geographic area of 9,800 square kilometers and 
has an installed generating capacity of 159 MW. During 1992, the Company 
sold a total of 1 ,284 GWh, with total revenues equivalent to approximately 
US$31.3 million. 

In privatising ENELBAR, the Fondo de Inversiones de Venezuela will also 
be selling a large portion of the distribution assets owned by C.A. de 
Administracion y Fomento Electrico ("CADAFE") located in the State of 
Lara, thereby integrating most of the electrical sector assets of the State of 
Lara in the privatisation process. CADAFE's assets comprise 336 
kilometers of transmission and distribution lines which serve over 49,103 
subscribers and a service area of 10,000 square kilometers. During 1992, 
these assets sold a total of 133 GWh of energy with total revenues 
equivalent to US$4.6 million. 

The Fondo de Inversiones de Venezuela has selected The Chase 
Manhattan Bank, N.A. ("CHASE") as its advisor to assist in this 
privatisation process. CHASE will be working with the Fondo de 
Inversiones de Venezuela in the preselection of qualified potential investors 
or consortia which must include the participation of qualified operators. 
Prequalification will begin on August 16, 1993. 

The Fondo de Inversiones de Venezuela invites interested parties to 
request further information regarding the ENELBAR privatisation, including 
minimum prequaiification requirements. For further information, please 
contact The Chase Manhattan Bank, NJX.: 

Caracas: Mr. Jorge Sosa/Mr. Guillermo Vernet 

Telephones: (582) 951-1492 or 951 -4211 
Fax: (582) 951-5134 or 952-8482 

New York: Mr. Charles Wortman/Mr. David Morales 
Telephones: (212) 552-6256 or 552-2668 
Fax : (212) 552-2377 or 552-0208 
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Royal Bank’s accounts 
criticised by watchdog 



Robert Speirs: approach to changes based on accountants’ advice 


By Andrew Jack 

THE ROYAL Bank of Scotland 
was yesterday criticised by the 
Financial Reporting Review 
Panel, the accounts watchdog, 
for an entry in its 1992 
results which nearly doubled 
profits. 

The hank introduced a 
change of accounting policy in 

1991 which had the effect of 
substantially lifting 1992 prof- 
its but which should have been 
shown instead in the 1991 
accounts. 

The panel said the treatment 
breached SSAP 6. the account- 
ing standard dealing with prior 
year adjustments, and ruled 
that the amount should have 
been shown in the previous 
year. 

The accounts had received 
an unqualified opinion by Coo- 
pers & Lybrand. the auditors, 

The bank has agreed to 
amend the comparative 1992 
figures in its 1993 accounts and 
to include appropriate explana- 
tory notes. That will reduce 

1992 profits by more than £9m. 

The panel held back from 

issuing a stronger reprimand 
or requiring the bank to re-is- 
sue the disputed accounts to 
shareholders as it did in one 
previous case. 

Royal Bank changed its 
accounting policies in October 
1991 to defer acquisition 
expenses in its insurance 
operations over the period in 
which premiums were earned. 

The effect was a one-off 
boost to profits for 1991 and 
prior years of £9.im. But the 
bank took the gain as an. 
exceptional item in its 
accounts for the year to Sep- 
tember 30 1992, which lifted 
pre-tax profits for the year to 
£20.9m. 


The review panel had no 
objection to the new account- 
ing policy, which the bank 
argued was in line with market 
practice and the statement of 
recommended practice of the 
Association of British Insurers. 

Mr Robert Speirs. finance 
director of Royal Bank, 
stressed yesterday that the 
adjustment was not concealed 
but was clearly Sagged in the 
accounts as an exceptional 
item. The bank had sought 
advice from accountants before 
using the approach. “This was 
purely a technical matter." he 
said. 

The criticism of Royal Bank 
follows a reprimand at the end 
of last month against Brever- 
leigh Investments, which 
breached three separate 
accounting standards in its 
accounts for the year to June 
30 1992. 

Breverlelgh foiled to provide 


a cash Qow statement, did not 
consolidate a subsidiary, Ban- 
yan Tree of Key West, and did 
not include a statement in the 
accounts that they had been 
prepared in accordance with 
applicable accounting stan- 
dards. 

The accounts were not quali- 
fied on these grounds by Cope- 
land & Co. the auditors. 

The directors accepted that 
the departures from account- 
ing standards were not justi- 
fied and assured the panel 
there would be full compliance 
in the future. The 1992 figures 
will be adjusted accordingly in 
the 1993 accounts. 

Banyan, which was 773 per 
cent owned by Breverlelgh. 
had net liabilities of £339,000 
and showed a loss for the year 
of £279,000. Breverleigh showed 
a pre-tax profit of £887 before 
an extraordinary loss of 
£198,000. 


Spring Ram still in discussions 


By Andrew Bolger 

SPRING Ram said yesterday it 
was still in discussion with 
Masco Corporation, the US 
building products group which 
has been considering making a 
bid for the bathrooms and 
kitchens group. 

However, the Yorkshire- 
based company said contacts 
had been of a preliminary 
nature and it was unlikely that 
any decision or announcement 


would be made for some time. 
Both companies had agreed 
that they required further 
detailed analysis and review 
before they reviewed their 
respective positions. 

Spring Ram also concluded 
there would be no merit in pur- 
suing discussions at this stage 
with any of the other parties 
which expressed an interest in 
the company. 

Mr Roger Regan, who 
became chairman a fortnight 


ago, said: “Regardless of the 
outcome of the discussions 
with Masco, 1 believe in the 
strengths of the company's 
core businesses which will ben- 
efit from the extensive capital 
investment made over the last 
few years.’’ 

Mr Regan has initiated a full 
operational and financial 
review which is expected to be 
completed before the 
announcement of interim 
results on September 22. 


Murray Johnstone raises £30m 


By James Buxton 

MURRAY Johnstone, the 
Glasgow-based fund manager, 
has raised £30m from institu- 
tions for a new fund to finance 
management buy-outs and 
acquisitions. 

The Murray Johnstone Pri- 
vate Acquisitions Partnership 
is a limited partnership under 
English law and intends to 


invest in unquoted acquisition 
financings in the UK, 
principally buy-outs and 
buy-ins. 

A number of UK. Canadian 
and US investors have sub- 
scribed to the first closing, 
Murray Johnstone said, and 
a further closing which 
could raise a similar amount 
will take place in the 
autumn. 


MJPAP is the successor to 
the Murray Johnstone LBQ 
Fund which raised (102m in 
1988. 

It is now fully invested and 
has returned about 60 per cent 
of subscriptions to its investors 
following the flotation of Bom 
Stewart, a whisky company, 
and of Yorkshire Food Group, 
as well as a number of sales of 
holdings. 
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Examination Results & Prize Winners 


IlMR 


June 1993 


INSTITUTE PRIZE FOR 
PRINCIPLES OF ACCOUNTING PAPER 

shared by: 


Truvor Bradley 
Martin Cobb 
Richard Davidson 

Gavin Flynn 
Nkil Ghkiison 

Alexander Lvqkam 
Diane Knowles 

Andrew Koch 


Mercury Asset Management 

Baillie Gifford & Co 
Morgan Stanley 
Inlemattanal 
James Capd & Co 
Credit Suisse Asset 
Management 
Westminster Equity 
Schroder Inoentmrrtt 
Management 
Phillips & Drew Fund 
Management 


INSTITUTE PRIZE FOR 
STATISTICS AND FINANCIAL MATHEMATICS PAPER 
shared by: 

Trevor Bradley Mercury Asset Management 

Alexander [nosam Westminster Equity 

Jacqueline Stakuno Norwich Union Investment 
Managers 

RIADA PRIZE FOR INTERPRETATION OF 
ACCOUNTS & CORPORATE FINANCE PAPER 

Prahalathan Rajaeekaran 

FINANCIAL TRAINING 
PRIZE FOR PORTFOLIO MANAGEMENT PAPER 


INSTITUTE PRIZE FOR 
PRINCIPLES OF ECONOMICS PAPER 
shared by: 


NitinPasekh 


Capital Nows: Investment 
Management 


Trevor Bradley 
Coui Lubov 


Mercury Asset Management 
Jones Lang Waottwt (Dublin) 


FINANCIAL TRAINING PRIZE FOR 
INVESTMENT REGULATION & PRACTICE PAPER 


Helen Thomas 


NM Rothschild 
Asset Management 


EXPEL FINANCIAL PRIZE FOR 
SECURITIES AND INVESTMENT PAPER 

Prahalathan Rajasekaha-n 


THE WtNCOTT FOUNDATION 
PItrm WIR CARR STUDY PAPER 


Tosimy Lin 


Mercury Asset Management 


The Following Succrssjpullz completed TOEiR AssociATfs EXAMiNATioN 
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JRB.C. 


iNJ., 


JSadtiah Amicable LifiAaar Sac 
-Ratal Inaur Aatet Management 


LobigP-D. . 
UraM.. 


LCJ. 


-Mercury Aeect Management 

JSrhreder tnaat Management 
—Mercury Asset UaBapnuMt 
-Gjnstuutlcm liuttrSoc 


Ijunater JS. . 
x4uuSd M 


JScomeh lift Amur C*> 

-WyatxCn 


lYAU 


P.G.W.. 

KJ. 


Jroh Natiunmde BUgSoc 


HdbgpD.. 

MdteuodL. 


-Gmfinkratum Life Irwur 

JEguUablelefeAeeurScK 
ob&t Fleming &Cq 


Foreign * Colonial Munaguuent 
—Sun Lift Amur Co cf Canada 
Aetna hum* Management 


BockhjDC 

Bn g fly R M . . — fitmmtw Aral MaBflBnm 1 


MeLctchta D.C. _ 
McNeill LCJ. . — _ 

Mdhutah NJA. 

Murray C.E 


Sraethh mduua Invat Management 

—Suettah Lift Amur Ca 

S t a ndard Lift Amur Cg 

-Oeuml Aasdem Amur 


London £ Edinburgh tnw 
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ALB Hank Croup Treasury 
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OHuroM 

Olhnjon JL. 


Sthrader Inmt Management 
— . . E qui ta b le Ufa Aetur Sac 
tLihAeaarCo 


•PuDUaoUaJtQ 

Quintan CAC. 
RtardaoS. 
Rudaun W J. __ . 

SbuudaU 


Quorum Capual Management 

Jbuettmen! Bank of Inland 

Allied Dunbar Aetet Management 

— . -Ivory & Sime 

J\bu Dhabi [noat Authority 

— MAO 


Schrader lancet Management 
AIBhaeatnuntlScnura 
National Irieh fijii 
relays de Zorte Kail 
Robert Plmuiug&Cu 

tO.HJi - - fy>{Stnl Hremt Lnoad Management 

■ M r Fadei finest Management 


TawsuMAO.— . 
IbnciDA. 


.Norwich Union Fund Mgrt 

_ —firmliniBon Group 

^.NFU Mutual AAcun Inear 
Mercury Aneet Uttnaganou 
-—Fleming Invert Management 


H.E. .YAf Hatheekdd ,\eect Management 

TUnbcrtako NJL Fixilgn ACatonial Management 

lb H.Y. — — Jardins Fleming 
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Language 
training 
limits 
BPP’s rise 

By Peggy HoWnger 

A STRONG performance in 
professional training services 
helped BPP, the education and 
training group, increase pre- 
tax profits by 12 per cent to 
£3. 34m on sales ahead just 3 
per cent at £24m for the first 
half of 1993. 

That compared with profits 
last time of £2.97m on torn- 
over of £23. 3m. 

Mr Richard Price, chairman, 
said the first half had been 
held back from being 
extremely 1 good by losses at 
Lingnarama, the language 
training business: He was opti- 
mistic about prospects for the 
rest of the group. 

“In the last three years we 
have increased profits each 
year against a rotten UK reces- 
sion," he said. “We are deter- 
mined that 1993 will see 
BPP continue its unbroken 
record." 

Lingnarama incurred an 
operating loss of £40,000 
against profits of £620,000. Mr 
Price said he expected it to 
return a profit for the full year 
following last year’s restruct- 
uring. 

He warned, however, that 
Linguarama faced a tougher 
time In continental Europe, 
where economies were deter- 
iorating further. 

Professional training, which 
offers courses in accountancy, 
law and banking, returned 
profits Of £1.15m (£522,000). 
Mr Price said BPP was begin- 
ning to reap the benefits of 
introducing courses in bank- 
ing and law within the last 18 
months. 

Publishing recorded a 28 per 
cent increase in operating 
profits to £1.4m (£1.09m), 
while academic training 
showed an £84,000 rise to 
£584,000. 

Net cash at the end of the 
period was more than £lQm. 

The interim dividend is 
Increased from 2.7 p to 3p from 
earnings up 0.4p at 7.6p. 


Williams buys 
Aqualisa via 
£23.5m deal 

Williams Holdings is 
expanding its shower manu- 
facturing side through the 
acquisition of Aqualisa Prod- 
ucts for £28.5ni. 

The business will comple- 
ment Williams’ Heatrae Sadia 
offshoot, which markets show- 
ers under the Gainsborough 
and Heatrae Sadia brands. 

Net assets of Aqualisa are 
expected to be £3 An at com- 
pletion and the consideration 
is subject to a net asset adjust- 
ment dependent upon comple- 
tion accounts. Hie price will 
be met by the issue of 2.8m 
shares - unchanged yesterday 
at 336p - and cash. ■ 

For the year ended Septem- 
ber 30 1992 Aqualisa made a 
pre-tax profit of £1.8m on 
turnover of £l3.2m. Despite 
the present poor trading envi- 
ronment in the UK it is expec- 
ted to improve this year. 

Aqualisa was founded iu 
1976 to market a valve which 
enabled consumers to experi- 
ence a more powerful shower. 


The cake that may need reslicing 

Norma Cohen on how new disclosure rulings have hit life insurers 


T HE Treasury has 
dropped a bombshell on 
the life insurance indus- 
try by ruling that, for the first 
time, companies would have to 
tell prospective policyholders 
how much the product costs, 
how much the sales agent will 
be paid and what penalties will 
bite if it is surrendered before 
maturity. 

That announcement 
prompted a sell-off in life insur- 
ance company shares which 
has yet to correct itself. 

Tim Treasury was respond- 
ing to a report from the Office 
of Fair Trading which had con- 
cluded that the current disclo- 
sure regime for life Insurers 
had “significant anti-competi- 
tive elements" and that con- 
sumers knew too little about 
what they were baying to 
choose products wisely. 

And while the industry 
strove to put on a brave face, 
the stock market showed 
clearly why life insurers have 
fought tooth and nail against 
disclosure rules which were 
proposed as long ago as 1988. 

Before the Treasury's 
announcement, the life insur- 
ance sector was trading at a 48 
per cent premium to the ET-A 
All-Share Index, close to Its 
historical high. Within two 
days, the premium had fallen 
by 14 percentage points to 34 
per cent, an unusually large 
drop for the sector. 

“These Insurance companies 
haven't really lived in a folly 
competitive environment 
before,” said Mr Youssef Ziai, 
insurance industry analyst at 
Morgan Stanley. “And how 

Fairey in 
$12.7m US 
purchase 

FAIREY GROUP, the specialist 
electronics and engineering 
group, is to buy Luxtron, 
which manufacturers specialist 
equipment, for $12.7m (£8.4m). 

In the last financial year 
Luxtron made pre-tax profits of 
$lm (£600,000) before excep- 
tional restructuring costs of 
$500,000. Sales ramc to $U.4 hl 

New Ireland 
jumps to I£4m 

New Ireland Holdings, the 
Dublin-based composite insur- 
ance company controlled by 
UAP, the French insurance 
group, lifted pre-tax profits by 
53 per cent from l£2.63m to 
I£4,05m (£3.79m) in the first 
half of 1993. 

Premium income jumped 62 
per cent to I£69.2m. Annual 
premium new business showed 
a substantial increase, while 
single premium business dou- 
bled. 

The Irish National Insurance 
offshoot turned in pre-tax prof- 
its 71 per cent higher at 
I£3.15m after an exceptional 
I£901,000 exchange credit. 
Underwriting losses, however, 
rose from I£L34m to I£2JS4m as 
a result of severe weather 
claims and increased large 
public liability claims. 

Group earnings per share 
were almost doubled at UL5p 
(9.8p), and the interim dividend 
is raised to 3£p (3.3p). 


managements face up to that 
will decide who survives.” 

The absence of competition 
in an industry with a plethora 
of competitors Is a bit of a 
conundrum. But because cus- 
tomers are unaware of the 
price of the products they buy, 
firms have found it makes 
more sense to compete for 
sales agents than to compete 
for ultimate buyers. 

Analysts believe that the 
new transparency require- 
ments will for the first time 
expose to buyers the unattrac- 
tive elements of some of the 
industry's most profitable and 
widely sold products, particu- 
larly. mortgage-linked endow- 
ment policies. 

M oreover, sales agents 
of all types will have 
to disclose to cus- 
tomers the substantial commis- 
sions they receive on each sale 
- a development which some 
analysts feel could drive cus- 
tomers into other savings 
media. 

“Some endowments which 
would have been sold will not 
be sold," said Mr Roman Clz- 
den, analyst at stockbrokers 
Smith New Court. “When the 
husband and wife go to their 
insurance salesman they win 
fall off their chairs when they 
see those numbers. They are so 
big,” Mr Cizden said. 

A 25-year mortgage endow- 
ment with a £50 per month pre- 
mium will give the average 
insurance salesman a mini- 
mum £486 commission up 
front, with many receiving up 
to twice that amount And all 
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Practical lifts net 
asset value by 9% 

Practical Investment reported 
a net asset value of 152.74p pm 1 
l Op share as at May 31, an 
advance of 9 per cent over the 
139.51p standing a year earlier. 

Net revenue amounted to 
£957,438 (£1.01m) for earnings 
of 4.79p (5.07p) par share. 

A second interim dividend of 
2.49p 02p) is declared, bring- 
ing the total for the year to 

3-59p (3.3p). 

The sped ai dividend, which 
is dependent on the size of its 
holding in British government 
securities, is maintained at 
1-Olp. 

Howard reduces loss 
to £205,000 

Howard Holdings, the property 
development, plant hire and 
joinery company, reported a 
reduced loss of £205,000 pre-tax, 
against £814,000, in the year to 
April 30. 

The result was helped by 
exceptional profits of E214JXX) 
compared with a charge of 
£113,000 last time. 

Turnover was lower at 
£3.07m (£5. 83m). Losses per 
share came out at 0.57p (2L08jp). 
The single final dividend is 
maintained at 03p. 

Edinburgh Oil 
projects advance 

Edinburgh Oil and Gas contin- 
ued its steady progress in the 
first half of 1993, the highlight 
being the consent received to 
develop the North Yorkshire 


of that oames oat of the policy- 
holders' funds. 

Endowments are probably 
the single most profitable prod- 
uct life insurers sell, analysts 
say. They were roughly 75 per 
cent of the market in 1992 and 
of these, mortgage-related 
endowments were nearly 60 
per cent Other products, such 
as e-pre m ium bonds and 
pensions policies have been 
gaining ground on endow- 
ments in recent years, but 
carry smaller profit margins. 
“Pensions business has a 
smaller profit margin than 
endowments and single-pre- 
mium products are less profit- 
aide than both.” 

Thus, companies will have to 
increase volumes of lower-mar- 
gin business and slash 
expenses In order to stay prof- 
itable. And the less efficient, 
particularly mutuals without 
access to the capital markets, 
will find it difficult to survive. 

According to Mr Nick Ander- 
ton, a consulting actuary and 
publisher of an industry news- 
letter, up to 20 life insurance 
companies are cur rently an the 
auction block following several 
mergers already- announced 
earlier this year. 

Meanwhile, analysts say that 
companies such as the Pruden- 
tial, which have already 
embarked an significant cost 
reduction programmes, are 
likely to have an edge in the 
new competitive environment 

Mr Ziai is forecasting that 
those companies who already 
have a niche selling to either 
high income individuals or to 
the relatively poor will expert- 
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Power Project Agreement had 
been reached with Scottish 
Power to .finance construction 
of the project and to purchase , 
the gas. production expected to 
flow at the end of 1994. 

All three gas projects made 
significant progress in the last 
few months, as it was also 
agreed that Scottish Power will 
buy the uncommitted gas 
reserves in the Hatfield Moors 
field, and p lanning permission 
was received for the Albury 
gas development in southern 

Wn glanri- 

- Turnover came to £l.I7m 
((£851J)00), operating profit to 
£74J)00 (loss £28,000) and pre- 
tax profit to £103,000 (£6,000). 
Earnings per share were 0.6p 

(0.02p). 

Rexmore highlights 
recovery potential 

Rexmore, the contract furnish- 
ings group, is forecasting a 
substantial recovery in earn- 
ings in the current year follow- 
ing the elimination of timber 
losses, lower interest charges 
and a reduced tax charge. 

“We have achieved a number 
of aims", said Mr Abraham 
Rosenblatt, chairman. The 
objective few the current year 
was to consolidate an the suc- 
cess of contract furnishing. 
The first four months showed a . 
significant improvement. 

In the year to April 3 the 
group incurred a pre-tax loss of 
£1.36m (£898,000) after total 
costs of £2.4m relating to the 
discontinued timber side. Con- 
tinuing activities made operat- 
ing profits of £L77m (£L79m) 
from turnover of £81.5m 

(£30 Ary. 


etzee the least competition. But 
those who concentrate on the 
T nidfl l* market, C2s and Ds, 
will have to struggle to main- 
tain market share. 

C ompanies such as Bri- 
tannic Life or London 
and Manchester Life 
Assurance, which have done 
well in so-called Industrial 
branch business - in which an 
agent makes weekly collec- 
tions of ^maii premiums - are 
golfing g product which is not 
likely to be price-sensitive. 
“The same agent has probably 
been selling policies in the 
same street for years. Every- 
body knows him and he proba- 
bly sells to two or three mem- 
bers of the same family,” Mr 
Ziai fpdd. 

However, although there is 
little competition for this busi- 
ness, -there is also little profit 
in it. Several companies, 
ii tMftn iftn g Britannic, have had 
to raise their ml n i mum 
monthly premiums because 
they calculated they could not 
earn money on small sums. 
Both tbe Prudential and Bri- 
tannic did so last year, and 
consequently reported drops of 
IB sales in the first half of 1993 
of 12 per cent and 68 per cent 
respectively. 

But Mr Cizden argues that 
from an investor’s point of 
view, the heightened industry 
competitiveness could be a 
good thmg It will narrow the 
field, leaving those who sur- 
vive with a larger market 
share. M I will argue that iu the 
future, the cake will be sliced 
differently,” he said. 


Interest charges were cut to 
£649.000 (£916,000). Bank bor- 
rowings had been reduced by 
£2.6m and year-end gearing 
was down from 44.4 per cent to 
139 per cent 

Losses per share worked 
through at 7.7p (7p) but the 
dividend is held at L75p with 
an unchanged final of l-05p. 

Sheldon Jones sells 
mill In Somerset 

Sheldon Jones, the USM-traded 
pet food manufacturer, has 
sold for £480,000 cadi an Indus- 
trial mill at Wells, Somerset 
Proceeds will be used to reduce 
.term debt 

The rein has not been used 
by the company since 1989 and 
is currently let crut. The sale Is 
in line with the new manage- 
ment’s objective to reorganise 
and re-focus the assets and 
business. 

Bimec sells five 
subsidiaries . 

Bimec Industries, the loss-mak- 
ing waste treatment and engi- 
neering company, has sold five 
subsidiaries in its electrical 
engineering division to Romac 
Group, the parent of a manage- 
ment buy-in team backed by Si, 
the investment ca pi tal group. 

’ Tbe five companies, Billora 
Electrical, Ace Electrical, 
Panelmatic Systems, Talbot- 
best and Eariawood Environ- 
mental, specialise in the instal- 
lation and maintenance of 
electrical systems, control 
panel assembly and manufac- 
ture of industrial pipework and 
ductwork. 


MERRILL LYNCH MULTINATIONAL INVESTMENT PORTFOLIOS - 
EQUnY/CONVEBTIBLE SERIES 
SoeUtf dTnvMtjawanent h Capital Vuiabta 

Begfotorcd office 2, boulevard Royal 
U2B63 Loxmnlxrara 
K.C. Lmrumbcronr B.aB7R 
NOTICE 

Tb our sWohcWwii, 

Wo bare iho honour to Lori to you to attend the 

ANNUAL GENERAL MEETING 

of ■hnrcimldcra of our company (the 'Annual general meeting - !, which will take place at 
the ofEcc* of Iho Tranofcr Agent, BorKjue InUrnatianakt k Ij r A ornlwor g, 69, rants 
d'Eech, L-1470 Luxembourg, on August 27th. 1993 at 4.00 pJm. fur the purpose of 
comsxkrriiig and voting upon the following agenda: 

1. Submission of the reports of the Board of Director! and of the Auditanr, 

2. Approval at the StnVsnant of Net .Vests as of May 31, 1993 and the Statement of 
Operxitaan for the year ended May 3 L 1993; 

3. Allocation of the net pruflts; Documnon iho distribution of a dividend in inspect of 
each portfolio; 

4. Dtachurge of the Directors; 

6. Receipt of and eetian an nominatio n of the Directors; 

& Rppniral af the reamngmttapa of Dira c co f a; 

7. aUftoollAPeoai 

and an 

EXTRAORDINARY GENERAL MEETING 
of abnzehrldezs of our com pa ny (the ‘extraordinary general meeting"), which will take 
place at the hbk addraas on Aognnt 27, 1993, immediately oflor the annual general 
mooting referred to ebora, for tbs purpose of canqtdortiig and voting upon the following 
agenda: 

L Decision to change the name of our company Don 'Merrill Lynch MnltiDStianal 
Investment Portfolios - EqnltylConvortibla Series' to "Morrill Lynch 
Equity/Conrertibta Series", and to amend article 1 of the Articles of Incorporation 
of Iho aunpany accordingly. 

SL Daewoo u> amend In Article 20 of the Sutalnd Articles of Inc or por a tion, the 
penultimate paragraph so as to read os follows: 

Term inn lion of o Portfolio with compulsory rodomptian of oil relevant Shares at 
ita merger with another Portfolio of iho corporation or with another Luxembourg 
UCrrS. in each case for other reauaas than the mioiMtwi sin of Its assets or 
because of cfaungoa m iho economies] and political si motion efBaOteg the re le van t 
Portfolio, may bo oflcctod only upon its prhr approval by the shareholders oftha 
relevant Portfolio to ha to no mated or murgod at a duly conve ne d dan — nring 
which may bu validly held without quorum and decide at a majority of GO pen- cent 
of the afanroe present or repreeanud. 

A merger so decided by the Board or approved by the aimwihii l itee , of the ult rf l ■ 
doss will he binding on tho holders of Shores of the relevant dual ttpoo 30 days' 

■ prior nolica thereof given to them" 

Dio deeawna on tho agenda of the animal general maotitgg vrfU require na quorum end 
wdl be made si tha simple majority of tho dhoreholdani preaeat or represented ami 
rating. 

Tho decision on thu ugondn of the extraordinary genoral meeting shall , at a first 
meeting, rsquira e quorum of one half of the shores baud and — n«w4«to.. , 
shall validly bo mads at a majority of two thirds of the shores present represented 
and rating. 

In caw uf lock of quorum at tin. 1 flint axtnwnlinary goneral meatfuL a Kooml weeing i 
will bo cunvonqd so as to be held on September 17, 1393 at LLOO a m at tbs mwi 
address with tho same agendo, st which dedafon may bo npprevod without quorum and * 
at S majority of two thirds of Iho shone present or represented. 

THE BOARD OP DIBBCTOHS I 


THE “SHELL" 
TRANSPORT AND 
TRADING COMPANY, 

p.lJL 

Malice is hereby given that a 
balance of the Register wBl be 
struck on Friday, 3rd September, 
1983 tar the preparation of the 
I haH-yearty dividend payable on 
the FIRST PREFERENCE 
SHADES tor the six months 
ending 30th September 1933. 

; The dividend will be paid on 
1st October, 1993. 

. For transferees to receive this 
dividend, their transfers must 
be lodged with the Company's 
Registrar, uoyda Bank 
Registrar's. The Causeway, 
Worthing, 

West Sussex. BN98 ADA. not 
later than 3jQ0 p.m. on 
Friday. 3rd September, 199a 

SbgflCMU BfMadlfeiM 

la*a.K17M JpUBHM 
IMfogwt BS3 Sms? 


PAINTS & THE 
ENVIRONMENT; 
AN INDUSTRY 
FIGHTS RACK 

Hm Fiznndfll Ttec® plans to 
this Survey at 

THURSDAY, 

25™ NOVEMBER, 1993 

ft will be published Cram ear print 
centres in Tokyo, Now Turk. Frankfort, 
Roabelx and London. It will ba seen by 
Chief Executives and Oovernxoent 
Official! In ISO eountrios worldwide. 

For foil editorial eynopds and datafls of 
avafloblo advetticaoiaat peoBtana. ptoaM 
contact: 

BRIAN HEBON 
-MuMtaMin huMUMMe 

FINANCIAL TIKES 
nhreAnMamtBBkM, 

If Hflfrortcr Misty. I 

r '' ctsorvotb' *) ' 


EQU1FUND - WRIGHT NATIONAL EQUITY FUNDS 
In short EQUIFUND ■ 

iqUetd office 14, ran Akkingen.L-1118 1 ai x raahOMy g 
R.C LUXEMBOURG No. B33B7 

NOTICE TO SHAREHOLDERS 

Notice is hereby given Eohoidns that the Board of Directors has decided » 
of 1st July, 1993 hf redeem nil outstandhig shares in the Swiss Sub-Fund at 
Ihe net asset value prevailing at the date where all assets shaD have been 
realised.. 

This dedrion b justified by. the fact But the assets of the Swiss snb-Fttnd 
have fallen below USS 1.000,000 asd that the Articles of iacotporatioa 
authorise the Directors to redeem all shares outstanding la aqy Sub-Fund 
winch has a net asset value of less than USS LjOOOCOOO. 

Tbe net asset value calculation of the St&Jtaid was sospesded'-ss well as 
subscriptions and redemptions of shares as from July fat, 1993 in aider to 
ensure investors' projection untD the Snb-Furxfs liquidation. 

Tbe set liquidation proceeds relating lathe 5ob-Fuad will be dfatzibated la 
the holders of shares m pr op ort ion to fee number of shares held. Shares will 
be redeemed without any redemption fee. Amounts which have not been 
claimed by shareholders to Basque Gdndrele do Luxembourg, 14 rue 
Atdringen, L-IIX8 Luxembourg within sir months after the closing due of 
the liquidation procedure of the Sub-Fund will be deposited wife fee r.fo» 
des Consignations in Luxembourg where they will be available withm the 
presc ripti on period 

The SwM SnK-T?nnrt ii rti g r w friiw no limy hi Ingpi, “ 

The Board of Dfcecton 


TEMPLETON GLOBAL STRATEGY SKAV 


2, tot!sva®i Rw&i, Lwmsimscg 
R.G Luxotebouig B -35117 e 

DIVIDEND A2VNOUNCEME3VT 


TEMPLETON GLOBAL STRATEGY SKAV will 
13, 1993 fee fbOownq; tfividends against j 
coupons: 

Templetoo Global Incomp Food 7- ' 

Templeton DM Global Bond Fund: 

Templeton Emerging Markets 
Rxied Income Fima: 

Templeton Haven Fund: 

Templeton US Government Fund: 


USD 0.20 
DM 0.13 

USD 0.17 
CHF0.18, 
USD 0.03 


an August 
respective 


cwpoo no 7 
coupon no 7 

coupon do 6 
coupon no 5 

coupon no 20 


% boulevard 
L-2449 " 

The fends are traded ex-dividend ax from August fi, 1993. 

For my axriea, shareboktes ate invited to contact Tcmxtem 
Investment Mmagemeitt Limited - Edinburgh* Tct 031-228 4306 

r ' The Board of Dfcwtore 

..... Luxembourg. August 1993 
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— — — COMPANY MEWS: 

_JL5* arket continues to be fo c us of future growth Manchester 

Allied Irish Banks 2*.r£ 

advances to I£ 139 m I downturn j 

to £5.7m 


UK AND IRELAND 


By Tiro Ooono in Dubun 

ALLIED IRISH Banks the 
of Ireland's 'main 
cleartog bank, reported a 42 
per cent increase in pre-tax 

SJJ2*® Kl 38.6m (£i30m) for 

“®half year to June 30. 

Jhe group has changed its 
year to end-December 
J™ the comparable £97.4m is 
for the six months to Septem- 
ber 30 1032. 

A strong performance in the 
capital markets division, which 
contributed I£33-lm - a 38 per 
cent increase - and an overall 
125 per cent reduction in non- 
perfonning loans. equi valent to 
E85m on a constant currency 
translation basis, were the 
main reasons for the advance. 
In addition, the 1992 figures 


were donated by an excep- 
tional l£ 13.9m, which if 
excluded would give a pre-tax 
^crease of a more modest 24.5 
per cent. 

The surprise in the results 
was the return to profitability 
of the British division, which 
showed a . Kan pre-tax profit 
compared- with a Kl74m loss, 
a recovery which was not 
expected until the second half 
or 1993. 

Mr Gerald Scanlan. chief 
executive, said “the lower 
interest rate environment in 
Britain has meant that custom- 
ers there are now better able to 
service loans." 

A sharp reduction in non- 
performing loads and loan loss 
provisions had . therefore 
brought the division hack to 


NEWS IN BRIEF 


ACT GROUP has received 
acceptances in respect of 425m 
new ordinary shares (97.4 per 
cent) of its recent rights issue 
at 123p. Subscribers have been 
procured for the balance at 
173p. 

EXPLAURA HOLDINGS: Open 
oiler taken up in respect of 
81.5m shares (97.19 per cent) 
raising £2.15m. 

SAYS BUSINESS Services, the 
archive management and stor- 
age arm of Hays, has expanded 
its magnetic media storage 
operation with the acquisition 
of DataCartel, a Berkshire- 
based magnetic storage com- 
pany. Consideration for the 
purchase amounts to £960500 
plus the assumption of £290.000 
of borrowings. 


THAILAND INTERNATIONAL 
Fund: Net asset -value $24.42 
(£1650) at June 30, up from 
$1850 a year earlier. Earnings 
per share 35 cents <27 cents) for 
six months to end-June. Divi- 
dend of 30 cents (20 cents) paid 
during the period. . 

TIME PRODUCTS has raised 
HK$S8m (£5m) from the sale of 
its remaining properties in 
Hong Kong. It has sold eight 
floors of the Remex Centre in 
Hong Kong, with a surplus 
over net book value of 

WTDNEY: In open offer of 
69J9m shares; some 238m. have 
been applied for. The balance 
will be taken tip by institutions 
and Ather investors of Credit 
Lyonnais t 


profitability, he said. 

However, be predicted that 
there would be little volume 
growth in business for the 
remainder of the year, either in 
the UK or in the group's core 
market in Ireland where profits 
declined by 11.9 per cent to 
I£73£m. 

“We will first need to see an 
improvement in performance 
of [Ireland's) main trading 
partners" he 

The US market, where its 
First Maryland Bancorp sub- 
sidiary reported a 37 per cent 
increase in pre-tax profits to 
$9&2m (£82-5m), continues to 
be the focus of AIB’s growth 
strategy. 

Mr Scanlan said that the 
move into the US market was 
“to find our growth outside the 
Irish market We are continu- 
ously looking for acquisition 
opportunities in the Washing- 
ton, Baltimore and Maryland 
area." 

An increase of only 78 per 
cent in the interim dividend to 
4.1p was a source of disappoint- 
ment to some analysts, but as 
one pointed out: “They are 
-re taining profits to build a war 
chest for acquisitions.’’ 

Earnings per share rose by 
37 per cent to lZ9p. 


Slowdown prompts warning over outcome for full year 

BOC down 8% in third quarter 


MANCHESTER Ship Canal 
reported a 27 per cent decline 
in pre-tax profits, from £78m 
to £5.7m, for the half year to 
end-June. 

Urn result, which came from 
turnover of £10An (£10.5m). 
was struck after an excep- 
tional credit of £470,000 
(£960,000) relating to the 
release of a £l.58m provision 
for dredging the Mersey which 
is no longer required, less 
a charge of £l.lm in respect 
of voluntary severance 
costs. 

Last year, the directors 
pointed out, there was also a 
surplus of £2.1m from the sale 
of fixed assets at the Ellesmere 
Port container terminal. 

The company is 82.2 per 
cent-owned by Peel Holdings, 
the Rochdale-based property 
developer which is offering 
to bny out the minority 
for an eventual £33.50 per 
share. 

The offer has the support of 
Stancroft Trust, the largest 
outside shareholder. 

The company is expected to 
be absorbed into Peel and will 
lose its quotation. 

Earnings per share fell to 
I21.3p (182.5p). 


By Tony Jackson 

BOC GROUP, the industrial gases 
producer, reported a sharp slowdown in 
profits for its third quarter to end-June. 

Pre-tax profits in the quarter were down 
8 per cent at £81.am. 

The company also warned that full year 
profits were unlikely to match last year's. 

Profits (or the nine months to end-June 
were up 4 per cent at £261.fim (£250. 9m), on 
sales ahead 12 per cent at £2.4bn. 

However, at constant exchange rates 
profits would have been down l per cent, 
while sales would have risen by only 6 per 
cent, the company said. 

BOC said its gases business in the quar- 
ter suffered from a disappointing economic 
environment worldwide. 


The environment for health care was 
similarly lethargic. However, it had con- 
tinued to expand in new areas, acquiring 
industrial gas businesses in Poland and 
Germany. 

Forane, the group s long-established 
anaesthetic - which lost its patent protec- 
tion in the US market early this year - 
was now expected to lose half its US mar- 
ket to generic competition. 

It would be some time before Suprane, 
BOC's new anaesthetic which has been on 
sale in the US since April, made a signifi- 
cant contribution to profits. 

The vacuum technology business 
showed a sharp improvement, with operat- 
ing profits in the nine months almost dou- 
bled. This was mostly due to recovery in 
the semiconductor market, which BOC 


supplies from its Edwards High Vacuum 
subsidiary. 

Recovery was most marked in more 
sophisticated processor chips made in the 
US. The Japanese market, which la more 
biased to basic memory chips, had not 
seen the same pick-up. 

Nine month operating profits on gases 
were £228.5m (£2nm) on sales of £1.7bn 
(£1.49bn). Healthcare operating profits 
were £73.7m (£73m) on sales of £442.6m 
(£388.4m). Profits on the vacuum business 
and distribution were £23m <£i2.2m> on 
sales of £256.2m (£201 -9m). 

After interest charges of £64.2m 
(£54. 9m). tax of £89. 6m i£83.3m) and minor- 
ities of £L4.4m (£9.6m), net profit was 
£157 .6m (£158m>. Earnings per share were 
33U4p (33.47p>. 


PAINTS & THE ENVIRONMENT: 

AN INDUSTRY FIGHTS BACK 

The Financial Times plans to publish this Survey on 
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General Accident 

INTERIM PROFIT OF £126. 2m 



b Months 

o Months 


to 30.6.93 

to 30.6.92 


Estimated 

Estimated 


£m 

£m 

General Premiums 

2,107.0 

1,909.7 

life Premiums 

413.7 

357.0 

Net Investment Income 

238.8 

215.1 

Underwriting Loss 

(129.0) 

(235.2) 

Profit/Loss before Taxation 

126.2 

(35.4) 

Profit/Loss attributable to Shareholders 

105.5 

(14. S) 

Earnings per Ordinary Share 

21.5p 

(3-4p) 

Dividend per Ordinary Share 

9.7p 

9.7p 


' • Pre-tax profit at the half year of £l26.2m represents 
. . an improvement of £141. 6m over 1992. 

’• Second quarter pre-tax profit of £84.1m as recovery 
gathers momentum. 

• UK underwriting profit of £3.5m compares with loss 
of £104. 8m in first half 1992. 

• Continued improvement in the US. 

• Excellent results in Canada and the Pacific. 

• Increased contribution from Life business. 

• Net investment income up 9.1%. 

• Current solvency margin 48.9%. 

Nelson Robertson, Group Chief Executive, commented: 
“We have achieved a substantial recovery at the half year 
and we expect this positive trend to be maintained" 


General Accident pic 

General Accident pic, World Headquarters: Pitheavlis, Perth, Scotland PH2 0NH 
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COMMODITIES AND AGRICULTURE 


Copper market remains tense 


By Kenneth Gooding, 
Mining Correspondent 


COPPER'S PRICE fell sharply 
on the London Metal Exchange 
yesterday bat the severe tech* 
nical supply tightness for Sep- 
tember to November did not 
ease and the market remained 
very tense and nervous. 

Yesterday’s fall was trig- 
gered by a US fund unwinding 
buying contracts late on Mon- 


day. traders said. The volume 
was “hefty” and caused a 
knock-on effect in early LME 
trading. 

Cash copper closed S20.50 
down at $1,937 a tonne, while 
three-months metal was 
S1.89&50, down Ml. 

Mr Angus MacMillan, ana- 
lyst at Billiton-Enthoven Met- 
als, part of the Royal Dutch/ 
Shell group, said the near- 
term outlook for copper had 


deteriorated recently. Hus was 
reflected in a further Increase 
In LME copper stocks yester- 
day to 471.900 tonnes, a 15- 
year peak. 

He said: “If the squeeze is 
maintained, prices could move 
higher as the September 
options declaration 
approaches. But, if our assess- 
ment of the fundamentals Is 
correct, a very sharp reversal 
could be in prospect" 


Colombia’s black city turns to green sugar 

John Madeley examines ideas for making cane harvesting environmentally soun 

T he SUGAR industry 
around the Colombian 
city of Cali does not 


Aluminium row escalates 


By Leyla Boulton in Moscow 
and Kenneth Gooding 
in London 


THE STORM of disapproval 
about the European Commis- 
sion’s weekend decision to put 
short-term restrictions on alu- 
minium imports from the Com- 
monwealth of Independent 
States increased in ferocity 
yesterday. 

a Mr Paul O'Neill, chairman 
of the Aluminium Company of 
America, the world's biggest 
aluminium group, warned that 
the EC's move would certainly 
increase trade friction and 
might force the US industry to 
ask its government to take 
retaliatory action. 

• Russia's foreign economic 
relations ministry accused the 
EC of “betrayal" and added: 
“Restrictions on aluminium 
imports from Russia contradict 
numerous declarations of Com- 
munity representatives about 
support for Russian reforms 
and trade liberalisation." 

• In terra malum, the CIS alu- 
minium industry's trade asso- 
ciation. said the EC had given 
no hint that it would take such 
draconian action and 
suggested “this will confuse 
the [aluminium] market and 
create unnecessary disorder". 

The EC said at the weekend 
that the European al uminium 
industry was being “seriously 
damaged" by the surge in 
imports from the CIS and that 
imports until the end of 
November would be limited to 

60.000 tonnes. 

In June, Alcoa cut produc- 
tion at its smelters by 25 per 
cent, partly in the hope of 


heading off action by the EC. 
At that time Mr O’Neill, a fer- 
vent free-trade advocate. 
Insisted that the western alu- 
minium industry had to learn 
to live with the changed situa- 
tion following the collapse of 
the former Soviet Union and 
should not resort to protection- 
ism. 

Yesterday he said he had fol- 
lowed Alcoa's June cuts with 
talks with US trade officials in 
the hope that they would raise 
the issue with the EC. But, 
apparently, nothing bad been 
done. He was “extremely disap- 
pointed'' by the EC decision, 
which he called a “futile 
action”: the market gave its 
judgment in a decisive way by 
dropping the price of alumin- 
ium substantially. 

Mr O'Neill said the EC state- 
ment showed the futility of the 
commission's restrictions by 
stressing that there were not 
enough statistics available to 
see what was going on in the 
dS Industry. 

The restrictions would have 
little impact because the indus- 
try would swap CIS aluminium 
for that made in Brazil or 
North America and send that 
to Europe. 

“The only logical way to 
make the scheme effective is 
for the EC to restrict imports 
from anywhere in the world to 

60,000 tonnes in the next four 
rnonths. 

“Clearly we have to assume 
more Russtan metal will be 
directed towards the US. This 
is unfair trade, so I must get 
my lawyers and trade experts 
together to see if we can stop 
that flow. If this is the way our 


political leaders want to play, 
then we must act to protect 
ourselves," he said. 

Mr Elliot Spitz, a vice chair- 
man of Intercomalum, said 
there had been two m e et i ng s 
between the CIS industry, Rus- 
sian government and EC offi- 
cials. Intercomalum had 
assumed that negotiations 
would continue until satisfac- 
tory arrangements about 
imports to the EC could be 
worked out. 

More talks were scheduled 
for September and, while Inter- 
comalum did not expect that 
the present restrictions would 
be lifted, “we are much more 
concerned to prevent an exten- 
sion to the restrictions". 

As for the EC complaint that 
the CIS industry had failed to 
provide statistics, Mr Spitz 
pointed out that this was 
caused by the collapse of cen- 
tralised structures as the 
Soviet Union broke up. 

But today all the CIS alumin- 
ium industry's plants were 
open to receive western visi- 
tors and “there is no doubt 
about the willingness of the 
industry to co-operate with the 
west”. 

Meanwhile, the Russian for- 
eign economic relations minis- 
try urged the commission to 
drop the restrictions and 
instead stand by an agreement 
reached in July to explore 
alternative ways for Limiting 
CIS exports. 

It said the EC's unilateral 
action was a serious blow to 
Russia's economy and trade 
and at odds with the EC’s pre- 
vious support of Russian eco- 
nomic reforms. 


T HE SUGAR industry 
around the Colombian 
city of Cali does not 
arouse many sweet feelings 
among the local population. 
Thick black smoke belches 
from the large sugar fields 
close to the city, creating a 
serious hazard for road users, 
affecting people’s lungs and 
producing an ash that rains 
from the sky to blacken 
clothes. 

In an area where the daytime 
temperature averages around 
2S°C throughout the year, sug- 
ar-cane is continuously planted 
and harvested; before harvest- 
ing the cane is burnt - so the 
smoke and the ash rarely stop. 

Without damaging the crop, 
burning removes the leaves 
from sugarcane stalks and 
makw them easier for cutters 
to harvest Concerned that this 
"sugar by-product" is not con- 
tributing to a cleaner environ- 
ment. the Colombian sugar- 
cane industry's research arm, 
Cenicana, is trying to help 
farmers to clean-up the skies 
and harvest their cane “green" 
rather than burnt. 

Sugar-cane production in 
Colombia is concentrated on 

135,000 hectares in the flat 
lands of the country's Cauca 
Valley, near Cali. About a 
quarter of annual output Is 
exported, earning some 5140m 
a year. 

Costs of production are 
around 11 cents a lb, about 1.5 



Smoke and ash are constant problems for the citizens of Cali 


cents more than the current 
world price. A buoyant 
national market takes most of 
the output and accounts for 
the Industry’s profitability. 

Switching over to green har- 
vesting may be desirable, but 
“it will need major chang es", 
says C-enicana's director. Mr 
James Cock. 

The crop is cut by hand and 
if existing varieties of cane 
continue to be used, the cut- 
ters would only harvest about 
70 per cent of their current out- 
put As they are paid for every 
tonne they cut their income 


would fall by about 30 per cent. 

The answer, Mr Cock 
believes, is to develop new 
varieties that can be harvested 
“green” as quickly as burnt 
cane. “We have some very 
promising lines which we call 
self-stripping, where the leaves 
fall off." 

It also helps If the new vari- 
eties are bred with thicker 
stems so that the cutters get 
more weight per cut; if they 
axe the same number of stems 
a day, they harvest a higher 
quantity of cane, so maintain- 
ing or increasing their income. 


Again, it helps if varieties can 
be developed that are more 
erect as this makes them easier 
to work with. 

The new varieties will also 
overcome other problems fee- 
ing the sugar industry, 
believes Mr Cock. "With the 
present varieties, we take a lot 
of trash, such as leaves, to the 
sugar mill, which interferes 
with the factory process." he 
says. “If we can grow varieties 
where the leaves Just fall off 
naturally before harvesting, we 
can overcome a lot of these 
problems." 

Cenicana is also trying to 
develop varieties that have a 
higher sugar content, “If we 
have a higher sugar conte nt 
per tonne of cane harvested, 
then we can accept slightly 
bighw levels of trash," says Mr 
Cock. 

There are other agricultural 
advantages in harvesting 
green, he points out. “If we 
harvest green, we get a mulch 
which covers the soil and helps 
to conserve water and control 
weeds and may, in the long 
term, increase fertility.” 

A further benefit is that 
green harvesting leaves behind 
substantially more residues, 
which «in be used for indus- 
trial purposes. Sugar residues 
are already used to make paper 
and could be adapted as an 
energy source, possibly to gen- 
erate electricity. “Residues 
might also be used to fuel the 


Gold rise saves 
Australian firms 


Japan urges beef import cuts to aid farmers 


By Kenneth Gooding 


By Emika Terazono in Tokyo 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week’s in brackets i. 

ANTIMONY: European free 
market 99.6 per cent. $ per 
tonne, in warehouse. 1.550-1.610 
ll.540-l.600i. 

BISMUTH: European free 
market, rain. 99.99 per cent, S 
per lb, tonne lots in ware- 
house. 2.30-2.50 (same). 

CADMIUM: European free 
market, min. W.5 per cent, S 
per lb, in warehouse, 0.45-0.50. 

COBALT: MB free market. 
99.8 per cant. S per lb. in ware- 
house, 11.85-12.55 (11.90-12.651; 


99.3 per cent. S per lb. in ware- 
house, 10.40-U.25 U0.00-10.90i. 

MERCURY: European free 
market, min. 99.99 per cent. S 
per 76 lb flask, in warehouse. 
100-113 (same). 

MOLYBDENUM: European 
free market, drummed molyb- 
die oxide, S per lb Mo, in ware- 
house, 2.35-2.45 CL30-2.40). 

SELENIUM: European free 
market, min 99.5 per cent. $ per 
lb, in warehouse, 4.60-5.35 <4.70- 
5.40). 

TUNGSTEN ORE: European 
free market, standard min. 65 


per cent. S per tonne unit (10 
k’ji WO,, cif. 23-35 (same). 


VANADIUM: European free 
market, min. 98 per cent. S a lb 
VA. cif, 1.30-1.40 (same). 


URANIUM: Nuexco exchange 
value. S per lb, L’,0,. 6.90 (7.00). 


LME WAREHOUSE STOCKS 

fAs r. MoxtiyS close) 
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Alirrmo-TP 

Ccroer 

Lead 

NtCkuJ 

ZtflC 

Tin 


to 1.97*876 
to 471.900 
to 278.825 
to 103.170 
to 723.875 
to 21 .400 


GOLD'S RECENT price rise 
rame just in time to save 30 to 
40 junior Australian explora- 
tion and mining companies, 
said Mr Ross Louthean, manag- 
ing director of the Australian 
mining publishing and 
research company, Resource 
Information Unit, yesterday. 

Many junior companies 
"were hanging on by the 
knuckles", without cash to 
explore and a poor climate for 
joint ventures. Now they had 
been able to raise cash and 
money spent on minerals 
exploration would jump by at 
least 40 per cent this year, he 
said, at the launch of the latest 
edition or the Register of Aus- 
tralian Mining which lists 
every mining, oil and gas proj- 
ect from Admiral Hill to Zeo- 
lite Australia. 

Every available drilling rig 
was at work - including some 
that should have been retired 
years ago - and Australia was 
on track to maintain its posi- 
tion as the third or fourth-la rg- 
est gold producer in the world. 
Register of Australian Mining 
1993194: £145 from Metal Bulle- 
tin, 3 Park Terrace, Worcester 
Park, Surrey, KT4 THY. UK. 


JAPAN'S agriculture ministry 
is trying to stem a sharp fall In 
domestic beef prices by curb- 
ing imports of beef, prompting 
concerns among leading beef 
exporting countries including 
the US and Australia. 

The ministry has asked 
I domestic meat traders to cut 
back on excessive purchases of 
foreign beef, and to import In 
an "orderly" manner. 

While a ministry official said 
that the request was not 
“administrative guidance” (an 
unwritten directive from 
I bureaucrats), a US official crit- 
icised the action as inappropri- 


ate. with influences other than 
market forces affecting prices. 
“The move goes against the 
principle of the [1988 beef and 
citrus] agreement," he said. 

The action comes as the new 
prime mini ster Mr Morihiro 
Hosokawa, who is calling for 
more transparency in govern- 
ment dealings, takes office. It 
indicates that the old ways of 
the country’s bureaucrats will 
die hard. 

The Japanese beef market 
was opened in 1988 under 
strong pressure from the US, 
with quotas abolished in 199L 
Imports for the year to last 
March surged 29 per cent from 
the previous year's level, to 


423,000 tonnes. The tariff cut at 
the begining or April from 60 
per cent to 50 per cent feather 
boosted import growth by a 
year-on-year 30 per cent during 
the April to June quarter. 

Agriculture ministry officials 
say wholesale beef prices have 
fallen hy as much as GO per 
cent since the market was 
opened. The recent Call in con- 
sumer confidence has 
prompted a shift from expen- 
sive Japanese beef to cheaper 
imports, and the higher yen 
has further lowered the price 
of foreign bed: 

Although Mr Hosokawa has 
stressed the shift to a consum- 
er-oriented market from the 


Government supports mine over aborigine land claim 


AUSTRALIA'S federal 
government, under pressure 
from miners and state govern- 
ments, yesterday gave its sup- 
port to a Queensland alumin- 
ium and bauxite project that 
promises 2,000 jobs but is 
under threat from an aborigi- 
nal land claim. 

Mr Michael Lavarch, the 
attorney general said legisla- 
tion protecting Comalco’s 
Weipa project, the first work- 


ing mine to be hit by a native 
title claim, may be introduced 
in September. “The mining 
leases which Comalco hold will 
be validated," he said in a 
radio interview. 

The Weipa bauxite mine 
leases are included in a claim 
by the aboriginal Wik people 
for more than 35,000 sq km of 
land on the western side of 
Cape York peninsula. 

A landmark 1992 high court 


case, known as the Mabo case 
after one of the aboriginal liti- 
gants, established aboriginal 
native title. It ruled that where 
aborigines could prove a con- 
tinuing relationship with their 
traditional lands, their native 
title might not have been 
extinguished by white settle- 
ment 

Comalco, 67 per cent owned 
by CRA, had said the aborigi- 
nal claim would scare off lend- 


WORLD COMMODITIES PRICES 


MARKET REPORT 


COCOA - LCE 


After attempting to consolidate 
above $380 an ounce the London 
GOLD price moved lower in line 
with a weaker tone in New York. 

At the dose it was quoted at 
$379.20 an ounce, down $3.05 
on the day. “We got trade selling 
with a vacuum on the downside," 
said one New York dealer. “We've 
been unable to get above the 
unchanged level, much less above 
yesterday’s high of $387.20 [for 
the December futures position]." 
ZINC'S recent dedine was 
temporarily halted and after setting 
a fresh six-year low of $878 a 
tonne, the London MetaJ Exchange 
three months price rallied on trade 


support to end the kerb session 
at $890 a tonne, up $6. At the 
London Commodity Exchange 
COCOA prices, supported by an 
initially firmer New York market 
and weaker sterling, closed up to 
E3 higher in active months but in 
routine total turnover of 4,814 lots. 
But traders did not rule out the 
possibility of a further slide. 
COFFEE prices dropped back from 
morning highs in what dealers said 
was a slight correction to an 
exaggerated upward move on 
Monday. 
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Cash 4635-45 4845-55 

3 months 4990-5 4995- 900 

Zinc. Special High Grade [S per tonne) 
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boilers in sugar mills, which 
would mean a saving of coal" 

Although cane for sugar is 
grown in mcnccropping flash- 
ion in Colombia. it normally 
noftrig no pesticides. Biofa ghatf 
control is the norm, with dam- 
aging pests controlled by beae- 
Octal insects. Mr Cock wants to 
see this biological control 
m aintained but cautions that 
the change to green harvesting 
would create uncertai n ties. 

“We would bare to harvest 
green cane for several years 
before we could be sure that 
the biological control would 
still be effective." he says. 

His other concern is that the 
breeding material used hi the 
development of new varieties 
is not available in Colombia 
and is generally in decline 
throughout the world. "Unless 
the genetic resources are main- 
tained, then we may not be 
able to get the breeding mate- 
rial we need." he warns. Cent 
cana is trying to develop its 
own gene pool in order fio 
ipafce crosses and breed new 
varieties. 

While sugar originates In 
Papua New Guinea, gempiasm 
collections are now maintained, 
chiefly in Cuba, France, India 
and the US. 

"It will be a slow process bat 
1 think Colombia will eventu- 
ally move over towards green 
cane." says Mr Cock. "Austra- 
lia has taken a big stride 
towards eliminating homing." 
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supplier-focused traditfcBLJap- 
anese beef prodneera have con- 
siderable political clout and 
have been pressuring politi- 
cians, particularly during the 
recent election eawpaigw. The 
ministry official said import 
restrictions could not be ruled 
oat, if a fhrther decline in 
prices threatened the welfare 
of Japanese beef producers. 

However, US and Australian 
officials insisted that Japan 
had no grounds for imposing 
import restraints, as the 
agreements on beef included 
safeguard measures to imple- 
ment restrictions only If the 
import level dhnbed to 68QJIOO 
tonnes. 
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era from a planned ASL83bn 
(£830m) expansion of its. 
smelter and electricity generat- 
ing operations at the port of 
Gladstone. •• 

ft declined to comment on 
Mr Lavarch’s remarks. But Mr 
Laochhm McIntosh, executive 
director of the Anstratian Min- 
ing Industry Council, praised 
the move. “Mr Lavarch has 
seen the value ctf the project to 
Australia,” he said. • 
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LONDON STOCK EXCHANGE 


Profit-takers cut into share prices 


w Stock Market Editor 

PROFIT-TAKERS final] v 

UR stock nS 
^^rday. taking their cue 
fe^ure of the stock 
* sect 9J\ » told new highs 

industrial dififf SJft 
profiU^TeHI^ ^SwSj 

ihe session when early trading 
on Wall Street saw the Dow 
industrial Average slipping 

away than the peak levels of 
the previous session. 

Some surprise was expressed 
that UK equities should 
weaken when the bond market 
was still very firm. Some trad- 
ers suggested that a rights 
Issue might be in the offing. 
But the general view was that 
profit-taking was hardly unex- 
pected after the strong advance 
ui the stock market over the 
past month. The two week 
equity account, which has 
brought substantial paper prof- 
its for investors, closes on Fri- 
day and there is every frre»wa. 
tion to cash in early. The 
FT-SE Index closed down 14A 
at 2,971.6 

Shares opened higher, on the 
back of Wall Street’s overnight 
peak, and edged forward in 
early trading. However, equi- 
ties went into reverse when 
the September future on the 
Footsie started the day with a 
sharp sell -off. At mid-morning. 


Sj scene brightened when the 
™tures contract pushed to a 

soon clear that buyers would 
not support this leveL 
Dealers said that it was 
undertying weakness in equi- 
Hes that pulled the future 
town, rather than the other 
way round, as is more often 
the case. The BOC trading 
statement for the third quar- 
ter, read by analysts as an 


effective profits warning, hit 
hard at the market's new- 
found optimism, and also 
emphasised the question mar- 
kets still overhan g in g the cur- 
rently generous valuations on 
which UK shares are trading. 

However, nothing seemed 
able to halt the upward pace of 
the FT-SE Mid 250 Index which 
yesterday added another 7.4 to 
break through to a new peak of 
3,406.8. 


Demand for second line 
stocks also showed itself in the 
pattern of turnover. Around 61 
per cent of the day’s Seaq total 
of 7715m shares was in non- 
Footsie shares. On Monday. 
525.3m shares through the 
Seaq network were worth 
£1.19bn in retail business, 
slightly below recent averages 
but still comfortably profitable 
for the market professionals. 

The Bank of England's Quar- 
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tarty Bulletin, which appeared 
relatively cautious on hopes 
for an early base rate cut, was 
not released until after stock 
market hours. This morning 
will bring the first reaction to 
the bank's report from retail 
and consumer issues, which 
were steady yesterday as opti- 
mism on interest rates was 
buoyed by Monday’s consumer 
lending data. 

International stocks drew lit- 
tle benefit from Wall Street’s 
strength, oil shares mostly giv- 
ing ground on uncertainty 
towards crude oil prices. Reu- 
ters, the global financ ial data 
group, came in for severe 
profit-taking after talks 
between the London Interna- 
tional Financial Fu tures and 
Options Exchange (LIFFE1 and 
Reuters' Globex subsidiary 
were suspended. The pharma- 
ceutical sector held up well In 
the face of cuts in drug prices. 

The financial share sectors 
remained dull as attention 
switched from the UK banks to 
the insurance companies 
which are now reporting on 
recent trading. 
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BOC hit 
on profit 
warning 

THE MARKET'S enthusiasm 
for BOC shares, which has 
taken the price up from a mid- 
July level of 640p to 703p, evap- 
orated yesterday as the com- 
pany accompanied its third 
quarter results with a warning 
that full-year results will not 
match those of last year. 

The profits warning, which 
came at the end of the official 
company results bulletin, was 
a bolt from the blue fin* the 
market. Dealers at first queried 
the profits warning news aid 
then proceeded to demolish the 
BOC share price. 

The stock price opened tenta- 
tively at 688p but quickly 
retreated to what proved to be . 
the day’s low of ffilp, a net fall 
of 63p. Turnover in BOC accel- 
erated to 9.9m shares, the 
heaviest single day’s business 
since 1886. 

Analysts were shocked by 
the profits warning. One said: 
“The figures were around toe 
bottom range of estimates but 
were okay. But the real wary 
around the market was that 
the company offered no real 
reason for the warning at the 
post-figures meeting. And you 
have to remember that most of 
the big broking firms have 
been bulls of the shares in 
recent months. To say the 
least, there is a lot of investor 
dissatisfaction around the mar- 
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ket” . Dealers said there was 
every chance the shares would 
come under further pressure 
this morning. 

Profits forecast for the cur- 
rent year, previously in the 
region of £3 65m, have now 
been reduced to just below the 
£341m the company achieved 
last year. 

BA wanted 

First quarter results from 
British Airways (BA) saw the 
shares accelerate as transport 
analysts, picking through the 
wealth of .statistics issued by 
the company, declared them- 
selves highly positive. 

Most focused on the passen- 
ger yield - the key industry 
measure of average fare 
income pier kilometre travelled 
- which, rose by 13 per cent to 
6J7P- The figure benefited 
from - favourable currency 

ii MUmnwla 

Despite a fall in pre-tax prof- 
its, analysts wore excited by 
the potential for a pick-up in 
trading in 1994. “Against a 
background of low Inflation 
and economic recovery, the 
operational gearing and .low 
prospective multiple makes BA 
one of the most attractive 
cyclical plays in the market." 
said Mr Mark Laurence at 
Smith New Court, who yester- 
day turned buyer of the stock. 

Mr Nick Cunningham at 
Strauss Turnbull said: “These 
figures show BA’s ability to 
make' reasonable money in the 
most appalling market condi- 
tions; if the trading and com- 
petitive environments improve 
then it is capable of being very 
profitable indeed." He added 
that for the long-term, the 
stock was “substantially 
undervalued". 

Analysts' full-year profit 
forecasts varied widely. Smith 
New Court cut its current year 
forecast by £75m to £225m. 
with a smaller cut to £375m for 
1994-95. Strauss is looking for 
£345m and £450m respectively. 

Spurred on by good US sup- 
port, the shares ended the day 
14’A up at 350p in hefty turn- 
over of 15m. 

Payment disappoints 

Interim profits from General 
Accident, the composite 
insurer, were at the very top 
end of market expectations but 
toiled to induce any substan- 
tial buying interest to a market 
where optimists had been 
looking for an increase in the 
interim dividend. 

The latter was held at 9.7p. 
with some analysts pointing 
out that GenAx has been critic- 
ised in the past for paying out 
too in dividends. 

Dealers said the 9 toll in the 
share price to 683p represented 
no more than small-scale sell- 
ing by disappointed specula- 
tors. Turnover was an unre- 
markable 2.4m shares. 

Mr Youssef Ziai, insurance 
analyst at Morgan Stanley, the 
US investment bank, described 
GenAX’s figures as “very 
encouraging”, and said a rights 
issue is less likely with sol- 
vency margins at 49 per cent. 
The broker shifted its stance 
from “sell" to “hold". 

Enterprise Oil was a big 
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casualty in an otherwise sedate 
oil and gas sector as the mar- 
ket reacted badly to news that 
Mr John Walmsley, the group's 
highly-rated finance director, 
is to leave the group at the end 
of the year. 

Enterprise fell 12 to 439p on 
the news with turnover 
expanding rapidly to a higher 
Hum normal 1.1m shares. 

“The market has taken this 
news very badly and is scent- 
ing that perhaps something 
could be gotog wrong at Enter- 
prise.” said one analyst, who 
added that Mr Walmsley has 
been at Enterprise since the 
group was floated on the mar- 
ket to the early 1980’s. 

International news and infor- 
mation organisation Reuters 
foil 24 to 1524p on news that 
the London International 
Financial Futures and Options 
Exchange (L1FFE) had 
suspended discussions on join- 
ing the company's Globex sys- 
tem, the after-hours electronic 
trading system owned with the 
Chicago Board of Trade and 
Chicago Mercantile Exchange. 
Turnover was l.lm shares. 

Mr Brian Newman of Hen- 
derson Crosthwaite said it was 
no more than a technical reac- 
tion to a small piece of bad 
news. 

Another analyst said the 
announcement had triggered 
profit-taking after the recent 
strong run to the shares. 

Rftnk shares. ?»nnng the mar- 


ket’s best performers since the 
UK withdrew from the ERM 
last September, suffered from a 
bout of profit-taking, largely 
triggered by “take profits" 
advice from one of the leading 
London broking houses. 

Standard Chartered, report- 
ing interims tomorrow and 
whose shares have been hitting 
new peaks in recent sessions, 
tumbled 14 to 882p as talk of a 
hefty cash call along with the 
figures began to filter into the 
market. Any rights issue, how- 
ever, is expected to be well 
taken and nearer to £250m 
than £500m. 

Lloyds Bank was the biggest 
casualty in the high street 
banks, the shares dipping 12 to 
534p on 4£m traded, with deal- 
ers noting plenty of switching 
out of Lloyds and into Barclays 
and NatWesL The latter settled 
6 off at 497p and the former 4 
off at 498p. 

Merchant banks, on the 
other hand, continued to make 
good progress, with Kleinwort 
Benson 6 up at 498p and SG 
Warburg 4 better at 797p. 

Commercial Union retreated 
11 to 649p. affected by General 
Accident. Royals were active 
and eased 4 to 343p. 

News International moved 11 
ahead to 255p on the hack of its 
recent successful bid for a con- 
trolling stake in StarTV. the 
Hong Kong-based satellite 
system. 

Pearson, which owns the 
Financial Times, appreciated 5 
to 479p and Reed Interna- 
tional, the international pub- 
lishing group, climbed 10 to 
863p- Both companies had 
underperformed the market 
over the past period. 

In the media sector, Saatchi 
& Saatchi shed 4 to 168p, 
although its interim results 
were in line with market 
expectations. 

SG Warburg downgraded the 
group’s final pre-tax profits 
forecast from £27m to £24m on 
high redundancy costs in 
Europe. 

The announcement that 
Owners Abroad was appoint- 
ing Mr Michael Julien as chair- 
man saw the shares rally, clos- 
ing 10 ahead at 77p. Turnover 
was a healthy 6.7m. Dealers 
said the appointment reas- 
sured some investors who con- 
sidered the stock as underval- 
ued, but remained nervous 
after the recent profits 
warning. 

Anglo-Dutch food group Uni- 
lever weakened on further 
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EQUITY FUTURES AND OPTIOHS TRADING 


again immediately sent the future 
rente in tot o reverse. Subdued investor 
[though interest appeared Kwmafter- 

opSSs wards and September b^an a 
lively slow climb back, although 
itopher trading activity continned 

ract on P< But with a firm gilts market 
brightly and further talk °f Europe- 
an! a wide interest rate arts, Sej> 
[Reared tember persevered and 

interest reached a new mtra-oay nigh 


of 3,006 In late morning 

trading. 

From there, however, it 
started a slow decline as sell- 
ers appeared with hints to 
some dealing quarters that the 
market is looking overbought 
and could be due for a 
correction. 

September closed at 24)83, a 
nine-point premium to its fair 
value of around 3. Turnover 


was a lowly 5,348 contracts. 

Traded options returned to 
more active levels, with nearly 
29,000 contracts traded, which 
was 10,000 better than Mon- 
day’s totaL The FT-SE option 
traded 5,648 contracts. 

BTarimn was easily the top 
traded stock option, reaching 
4,657 contracts by the end of 
the session. Glaxo recorded 
2,011 and P&O 1,750- 


press comment on the brands 
issue and nervousness ahead of 
its results on Friday. The 
shares dropped 11 to 951p. 

The prospect of further 
domestic interest rate reduc- 
tions drove the housebuilders 
sharply higher. 

Wilson Bowden was the mar- 
ket’s favourite, closing 12 up at 
43 lp. closely followed by Per- 
simmon, 6 higher at 275p and 
Berkeley, 4 firmer at 419p. 

Turnover in British Land 
rose to 3m as a block of lm 
was placed at 356p. The shares 
were unchanged at 358p. In a 
strong property sector. Slough 
Estates gained 5 to 230p. 

MARKET REPORTERS: 

Steve Thompson, 

Christopher Price, 

Zhang Tingling. 

■ Other statistics. Page 14 
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CROSSWORD 


No.8,225 Set bv GRIFFIN 


ACROSS 

1 Officer rejected tax disc size 
<8> 

4 Catch oil running from uni- 
versal (.8) 

10 Man leaving tried to dis- 
guise flag 09) 

11 Char left without train 
ticket (5) 

12 Curse job centre at Holy- 
head (4) 

13 Calais tour designed to be 
brisk (10) 

15 Mere lad lost a stone (7) 

16 Sign name in a daze (6) 

19 Conducts church music (6) 

21 Total ban to include US city 
engineer f7) 

23 Correcting engraving is 
ringing number (10) 

25 Note US poster (4) 

27 Home help returns here (5) 

28 New sailing-ship made of 
gelatine (9) 

29 Man encloses present, tied 
up (8) 

30 Numbers still on board (6) 


DOWN 

1 Dismissed domed configura- 
tion as no longer fashion- 
able (8> 

2 Date it hit the poor outside- 
right t9) 

3 After six look up music- 
maker (4) 

5 Fruit a kinky pair take to 
bed (7) 

6 Welcoming bighead into 
clinic last June 1101 

7 Having brought nothing up 
try tongue (5) 

8 Were we less patient about 
batsman's position? (6) 

9 Lubricant to the bottom got 
very hot (6) 

14 JP and I start game rolling 
U0) 

17 Frank stirred tea for exam- 
inee (9) 

L8 Musicians left church tables 
around (8) 

20 Dawn insures cook (7) 

21 Joiner to part of outlaw (6) 

22 About to enter trips over 
hand 16 ) 

24 Check accounts of Saudi 
technology (5) 

26 Therefore tracking a mon- 
ster? (41 
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FT Free Annual Reports Service 

You can obtain lira current annual/interim report o! 

184 75 any company annotated with X . Ring 081 643 
i6u 54 7181 24 houra induing weekends) or lax 

081 770 3822. quoting the coda FTB84& [If calling 
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81 770 3822] Reports will be sent the next work- 
ing day, subject to availability. If faxing please 
remember to state the weekly changing FT code 
above and also your post code. 

FT Cityline 

Up-to-the-second share prices are available by 
telephone from the FT Cityline service. See 
Monday's share price pages for details. 

An international service is avaflable for callers 
outside the UK, annual subscription C?50 stg. 

Can 071-873 4378 (+44 71 873 4378. International) 
for more Information on FT Cttytino. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


D-Mark triumphs again 


Several European currencies 
were again humbled by the 
D-Mark yesterday as the Ger- 
man currency continued its 
recent rise, writes Stephanie 
Flanders. 

Almost all the European cur- 
rencies last ground against the 
D-Mark, but the French Crane 
and the Irish punt were in the 
spotlight losing two and five 
pfennigs respectively against 
the D-Mark in morning trad- 
ing. 

During the afternoon, how- 
ever. the French currency 
recovered to dose at FFr3.521 
compared to Monday's London 
close of FFr3.507. The Irish 
unit was less fortunate and 
was still floundering at the 
close of trade. 

The imm ediate trigger for 
the D-Mark's losses was the 
Bundesbank's morning signal 
that It would not allow short 
term German interest rates to 
fall lower in the near future. 
But analysts said that traders 
were being driven by the same 
reasoning as before. 

“There's now an established 
tendency to lean on several of 
tbe ERM currencies." said Mr 
Michael Burke, economist at 
Citibank in London. “The mar- 
ket is getting the bit between 
its teeth: in the absence of a 
significant loosening in coun- 


tries like France and Belgium, 
the markets intend to achieve 
the same thing through push- 
ing down the currency 
instead.” 

Several observers com- 
mented that trading volumes 
had picked up somewhat dur- 
ing Monday and Tuesday, 
although few thought that 
there would be a dramatic 
flight from a single currency. 
Steady pressure on almost ail 
the non-German ERM coun- 
tries was more likely, they 
said. 

In line with this view, the 
Danish Krone and Belgian 
franc also weakened signifi- 
cantly, closing lower against 
tbe D-Mark. The Portuguese 
and Spanish currencies fared 
better, but closed down on the 
day nevertheless. 

Many were surprised to see 
the Irish currency come under 
such pressure, given its recent 
high standing within the ERM 
grid. Yesterday's fall was said 
to be partly a knock-on effect 


from sterling’s weakness, as 
well as tbe same market desire 
for a depreciation affecting tbe 
continental European curren- 
cies. 

"If anything, the Irish are 
the ones in the ERM with the 
best arguments for a strong 
currency,” said one analyst “If 
the Irish Central Bank has not 
been intervening to support 
the punt or making these argu- 
ments. it must be because 
they've learned from the 
French experience that it’s a 
hopeless fight.” 

Sterling and the dollar were 
both also frail yesterday, 
although on the cross the US 
currency had the upper hand, 
closing at DM1.710. 

The pound slid to DM2.5275 
on the London exchanges. This 
was \ of a pfennig lower than 
the previous day’s close. But 
dealers said it would soon form 
a base and that yesterday's 
weakness was simply the 
result of the strong D-Mark. 
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French futures bad a frenetic 
day yesterday, initially head- 
ing downwards before a dra- 
matic l3te rally, writes Steph- 
anie Flanders. 

Tbe September Pibor ini- 
tially fell with the French cur- 
rency, failing 17 basis points to 
reach a low of There was 
clearly a sense that the pres- 
sure on the franc would slow 
the pace of interest cuts. 

Later however, the mood 
changed dramatically, with 
September futures reaching a 
contract high of 12^.28. 

The late gains were due to 
speculation about German 
interest rate cuts following the 
D-mark's recent strength 
against all the major European 
currencies. The shift was 
ironic, given that that the 
franc's morning fall had been 
partly triggered by the Bundes- 
bank's decision to set a fixed 
unchanged fixed repo of 6.80 
per cent at yesterday's tender, 
which were thought to lessen 
the prospects of lower German 
rates. 

The Bundesbank's decision 
was driven by a desire to 
regain control over money 
market rates. Traders said that 
they still expected the German 
central bank to cut its discount 
rate by half a percentage point 
at the first posrt-recess council 
meeting on August 26. 

This u> a technical adjust- 
ment - the Bundesbank was in 
u difficult situation after tbe 


call money rate fell below the 
discount rate." said Bank 
Julius Baer economist Gerhard 
Grebe. 

Sterling money markets 
were a good deal more tranquil 
on Tuesday compared to the 
previous day. since there was 
neither important economic 
news nor difficulties at the 
short end to stir the market. 
“Unlike recent weeks, it was 
really a pretty ordinary August 
day," said one trader. 

Most of a large £l.2bn short- 
age was removed early on in 
Bank of England operations 
“Which a number of traders 
described as “easy-going" on 
both sides. 

As a result, overnight rates 
fell as low as 4 J /i per cent 
through late-morning, before 
tightening a little in the after- 
noon to close at around 5'.; per 
cent. Overnights had risen 
slightly first thing, in a hang- 
over from the exceptional diffi- 
culties of the previous day. 

Trading further out was sim- 
ilarly low-key. Yearly money 
closed up at 5 s -i per cent, 
while three month money 
closed unchanged. Sterling 
futures were more lively, with 
the September contract catch- 
ing up a little of the ground 
which it has lost on December 
sterling in recent weeks. The 
September contract gained s 
basis points to close at 94.21, 
while December sterling was 
unchanged at 94.67. 
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maitet strategies used by Barry J. 
Lind, chairman of Lind-Waldock & 
Company and. Cor two decades, one of 
the futures markets’ most successful, 
long-term traders. 

In our free “Method Trading* booklet, 
based on Mr. Lind's specific trading 
rules and guidelines, you will find 
out the reason why you should never 
meet s margin cal you iriB dlycow 
why you can still profit handsomely 
even if you are right only 40K of the 
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package-winch includes charts, bodo, 
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IS THIS YOUR OWN COPY 
OF THE FINANCIAL TIMES? 

Or do you rely on seeing someone else's? Every day the FT reports on the topics 
that matter to people doing business every day. in and from Europe. 

We cover the latest European. U.S. and international news, and analyse the impli- 
cations from a European perspective, in fact you'll find far more than finance in the FT. 

No surprise then, that the Financial Times is read by over four limes as many 
senior European businessmen and women as any other international newspaper* 

Make sure you're one of them by getting your own copy of the newspaper 
delivered daily to your office, 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


in 

■* Lw stack 


WN a 
Ota % E UBi 


Bam P» 


14% 11 U AAR top 0.48 3.W7S IB 13% , 

20% id? aluba ole i.03Siaaa its if% 17% *C 

65% 54S AMP Inc 150 24 23 22841165% 65% 6S% +% 

72% 55 %Mfi 1710305 66% 64% 68? *1% 

Z? 1?AHX 15 2 2% 2% 2% +? 

51%M$ASA 200 4 3 301109 46% 45% 46% 

30? 22% Abbott Lffl 166 29 1511531 24% 23% 3% -% 

12% fl%AWWPf 050 <5 4 14 10% 10% 10% 

14% 0% Acpncan 233 338 14 13% 14 *% 


«% 13% % 

17% 17? 

65% 66% *% 
64% ft? *1% 
2 % 2 % *% 


14% B%«cptK«n 233 338 14 13% 

32% 25% ACE LU 040 1J 799 tt33 32% 32% 

12 10% ACM 6*1 ti* 0.96 08 1148 11% 11% 11% 

10 9% ACM Briton* 080 BO ST U10 9% 10 

9% 6? AOIM5DI OBO 07 8B9 9% 9% 9% 

11% lObACMftrtSe 0.96 U 2594 11 10% 10% 

11% 9% ACUUnx 153 IS 7«3 11% 11% 11% 

9% OS ACM Itooga i 0.72 73 2B7 9? 9? 9% 

12% 7%Acn»OHV 0.44 44114 166 11% 10% 10% 


9% 6% Acme Beet 25« 12 7? 7% 7% 

?4% IHSAeante 144 10 14 Zfflu24? 24% 24% 
16 10%Aoaan 32 320 11% 11% 11% 

22% 19%AdsmEnr 148 24 1 E5 20% 20% 20% 

80 45% AdMfcro 340 5.0 328 80 50% 59% 

32% 17% Ad Men P 3.00 116 11 8214 28% 28% 2B% 
7% 5% AdTOSGri) 110 26 10 8*5 6% 6% 6% 
24% 16% Adn be 100 15 10 133 16%m«% 16% 

49% 41% Aegon ADR 205 6.3 9 149 46% 46% 46% 

60 43% Aetna if 276 4J 41 2291 59% 58% 99% 

14% USAMA 026 10 30 613 14% 14% 14% 

3?%Z0;jAflK 140 1J 15 1401 31% 30% 31% 

22% 16% Al ma B u i 108 4.6 22 2010 13% 19% 19% 

7% 4 ASeanhe fi 174 4% 4% 4% 

48% 37%A(rPrOre 032 22 16 3582 42% 41% 42% 

26% IB? Airing Fri 030 10 26 2634 20% 19% 19% 

38% 18% Abgaslnc 40 1B6 U37 36% 36% 

15% IO%MriH» 160 117 11 103 15% 14% 15 


26% 18% Attn Fit 030 10 
38% 18% AhBaskw 
15% 10% Airies* 1 60 117 
105% 101 AtaPw&16 816 73 
1071(22% Atab 02SC 028 7.9 

18 12% AMa Air Offl 1.6 

19 14% Alan? (m aas 10 

28% 21 AlCtinr B 128 15 

25% 1/ AJCuhr A 028 1.5 


1 103% 103% 103% 
1 104% 104% 104% 


828 7.0 1 104% 704% 104% 

030 1.6 2 701 1 2%tf12% 12% 
OAS 10 B2 9 18% 18% 18% 
128 12 15 59 21% iBI 21% 
026 1.5 13 513 17% 17% 17% 


59% 40% «nm 07S 1 3 22 1483 54% 53% 53 

30% 16% Alan Atom 130 1.4 3311158 lC1% 30% 21% 

50% 35% AfcO Stand 098 21 101674 46% 45% 46% 


ft% 19% AtaBrown 060 23 6 1839uT6% 36 26% *1% 

28% 24 Alar Am 1.00 40 27 170 25% 25% 25% -% 

3% I7«eflhlaj 048 2.3 21 777 20% 20% 20% *% 

54% 46% Afelpi Pow 324 60 14 516 54% 54 54% -% 

46 29 AMl Gd 1.75 40 11 43% 43% 43% 

49%25%AfcnCOT 024 15 24 981 48% *8 48% -% 

28% 21% Mergai 140 1.7 13 602 23% 2% 73 -% 

23% 16% AOmCn 1.40 60 24 458 21% 21% 21% 

10% 8% ABn»G> 118 7 9 59 9% 9% 9% ■% 

24% 16%AMUM 192 17 IS 14u24% 24% 24% 

73%57%AMSIg 1.18 18 17 1683 73% 73 73% % 

11% 9$AbMrnTr 178 80 156u11% 11% 11% 

9% 7% AMncOo 0.63 73 401 B% 8% 8% 

101; 8%Ab9Mnc 172 7.7 138 9% 9% 9% 

10% 8% AMMntac 160 60 21 10% ID 10% , 

28% 23 AM Op 060 20 20 319 27% 36% 27% ♦% 


46 29 Alan GO 

*9% 25% Afcn Con 
28% 21? Adwgai 
23% 16% A&K8Q41 


35% 25% 
30% 20 % 
54 54% 
43% 43% 
48 48% 


10% 8% ABnc& G> 
24% 16% AWlitsn 
73% 57% AHSIg 
11% 9% AbMrnTr 
9% 7% AMncOo 
10l; 8%Ab9Mlc 
10% 6%Ato»Hnc 


28% 23 AM Op 

7% 4 AOtOSH 72 850 

78% 59 Alcoa 1.60 20148 3141 

*7? 18? A&aCpA 27 4535 

12% 10% Am&nfec ISO 10 296 

8 5% AraPreds 024 18 25 92 

25% 16 Ama» 140 16 8 3151 

10% 8% AowEoU IDS 00 10 1438 


72 850 4% 4% 4% 

1.60 221403141 72% 71% 72% +1% 
27 4535 20% 20 20% *% 

ISO 10 298 12 11% 12 +% 

024 18 25 92 8% 6% 6? +? 

140 1 5 8 3151 25 24% 24% ~% 

008 00 10 1430 B% a *5 8% -% 


22% 15% Amtast hd 148 £7 12 301 18<g 17-a 

56% 43% AmrahHa 060 12 39 1622 48% 48 48% »% 

10% 9% AmAcORi 040 4 0 303 9% 69% 9% -% 

rr% iiAmbm* ate aizasarmik jt% 17% . 

40% 78% Am Brands 107 14 7 2990 31% 30% 30% -% 

21% 15% Am BuKl M 150 3.2 10 48 15% 15% 15% 

31 23% Am BUS Fid 175 3.1 14 9 24 24 24 +% 

8% 7% Am Can he 077 93 219 8% 8% 8% *? 

21% 20 Am Cap Bd 154 7.3 36 63 21 20% 21 *% 

23 20% Am Cap CV 108 4.8 0 7100 22% 22% 22% 

58% 46 Am Cyaramd 1.75 30184 6428 51 48 48 -3% 


6% ■»% 

24% -% 

A i 

48% ♦? 


48 48% *? 
69% 9% -% 
J7% 17% 


38% 32 Am B PWw £40 BJ 14 5344 38? 37% 38 

34% 22% Am Etprasa 1.00 30 33 9359 34 33% 33% 

33% 27? Am GM CD 1.10 15 12 1594 32% 11% 31 -H 

9% B% AmGortmi 177 II 203 9% 9% 9% 

77 18% Am Han Pr 204 08 32 1287 25 25% 2B 

25% 19? AaHertlge 060 25 15 4 24% 2j7 a 23% 

69 55% Am Honor Rr 204 40 12 6338 61 59 59% 


Z% 2 An HOWS 175 31.6 11 2 2% 2% 2% *% 

96% 73% AmarH) 140 a 4 10 7288 S6% 04 96% *1% 

12% llAraOppmcxl.00 80 494 11% 11% 11% -% 

57% 37% An Press 0(0 1 3 10 494 46% 46 46% ,% 

9% 8% Am Heal £s 150 50 8 63 9% 8% 6% 

3% 1% AmSnpBd 2 207 1$ dl? 1% 

48% 38% An Stares 000 10 13 1292 43% «% 43% *% 

65 S0% AT&T 1.32 21 2112503 53% 63% 63% *? 

20% 18% Am lltatr 9% 125 62 4u20% 20 20 

X? 24% Am Watr 1.00 14 14 228 29% 29 29% 

82% 70% Amamadi 1ES 4 4 16 2118 52% 82% 82% +% 

37% 30'S Ameran ha 1J3 15 14 E 35% 36% 36% -% 

17% 12% Ametek Inc 068 5.0 17 491 13% 13% 13% -% 


7D% AnxrtBcf) 


37% 30? Ameran ha 13 15 
17% 12% Amea* Inc 068 5.0 


59% 48*a Amoco 
10% 6% AmpccPO 
7% 5% Ann Inc 


220 ii 15 3313 54% 54 51% -% 

120 20 17 9 7% 7% 7% 

112 27 6 1946 51; C4 4% -1% 


7% 5% Annrlnc 112 2.7 6 1946 51; C4 4% -1% 

15? 29% Amnnlti l.lG 17 11 1466 31% 31% 31% *% 

4% 2% Anxomg 9 1253 3 2% 2? 

44 25% taadana 130 0.7 38 ES8 40% 39% 40% ~% 


24 15% AMOB Dev Jfl 2099 u24% 23% 24% *% 

27% 22% Artgeftca 002 15 19 S 24% 24% 24% -% 


80% 46AnnvEscn 1.44 It 13 6716 46% 
27% 26AMFdaPf 267 99 3 27 


49% 30% Amnem 


15 llAnawnyh 0.44 10 15 12 
56% 50 Aon Cm 100 13 IS 548 


16 179 37% 367. 37% 


30% 17% ApacM Cm 07B tor 3431 3% 

11 9% Ana Uun f arr 71 455 10% 1 


11% 6%APH 

18>% lOOAppalPnff 112 7.6 
14% 9% AupMllao 


34 O 10% V 


36-j 37J* 

14% 14% 

54% 54% .% 
3 25% +% 
10% 10% *% 
10% 10% •% 


104 103% 104 

11% 11 11% 
16% 16 16% 


U 

10% 7% AAU 
43% 36>3MdaF 


1B% 15% AppIPta A 112 17 20 0 16% 16 16% +% 

25? 22Altiiertai 010 14 13 3852 23% 23% 23% 

47% 39% ArcoCiart 250 62 17 58 40% 39% 40% -% 

10% 7%«ri4J 128 11 29 3559 9% 8% 9% *% 

43% 36%ArUaPf 3.00 7.1 55 42% « 42% _ 

50% 42%AmD40P 400 10 4 50% 50% 50% -% 

B% 6 Anna) he 1 3423 6% 6% 6% ♦% 

27% 21 Armen 21P 210 7.8 4 25% 26% 26-s *h 

37? 28% AnrePimB 1J0 12 21 Z131 a37? 37% 38 ♦% 

S? 26% Amw Bee 17 1062 39% X% 38% -% 

4? 3 Artra Grp 0 IBS 4% 4 4% 

37% 28% Aivkilnd 078 25 15 B33 30 29 29-j ♦% 


43% 36%*l*jPT 100 7.1 

50% 42%AmD4JP 400 ID 
B% 6 Anna) he 
27% 21 Annai IIP 210 7.8 
37? 28% Araeirwfl 1 JO 12 
39? 76% Arrow B« 


la 3 Ann Grp 
37% M% Arvhlnd 


28% 17% Asareomc 040 21 81412 19% 19% 19% 

Z7% 22 Aaf* Coal 040 1.5 21 1ZB 27% 27 27% 

30% 24% ta«nd 01 1.00 13 53 2567 U30% 30% 30% 


30% 24% te«nd 01 1.00 13 53 2667 U30% 3C% 30% 

10% 12%AMaPaeF KB 00 253 16% 16% 16% 

7? 4% Assn Iran 140 B.4 1 349 4>* 4% 4% 


la 


AcsMiGb 112 03 26 


18% 12% Aintom 1.00 6 0 2S 16 16% 16% 16% -% 
302% 260% AD Rich 2 280 10 :100 171% 271% 271% -% 

42% 36% Aina 633 203 52 20 88 40% 39% 40 -% 

7% 5%A*4)Sm 140 5.5 9 27 7% 7% 7% 

25 21%AWcEfly 1.54 6 4 16 508 24 23% 24 +% 

1Z7% 107% AO RXJ) 550 40 143327 1U112%JI3% -1 

5% 2% Adas 18 66 4% 4% 4% -% 

29% 22% Atmu Enpy 1J8 40 15 4Gu29% 29% 29% +% 


I AtMhADR 133 30 121463 8% 0% 8% 


164; 3% AudUVU 
19% ll%tai0M 
9% 6% AuaWaFd 


21 185 16% 18 16% 

140 21 37 8091119% 18% 19% +% 
002 12 689 u9% 9% 9% •*% 


, Autom Bala 132 1 0 25 1219 SlJ 


4% 2AMonE» 
25% !r%Avamco 
37 29AvM he 


51% 51% 
3% 3% 


044 28 19 40 17%tf17% 17% 


000 1.7 19 8903 


64% 51% Awn Prink 100 11 161809 56% 

18% 13%Af1lnCm 15 13 17% 18^ 


37% 32 BCE 

8% 5% RET ACT 
8% 4% B*na» 

18% 17 War Fart 

29% 18%BaharHusi 
25% 19% WdnrBc 
37% 27% 0d Cttp 

12% 6 Ba*) Mtg 

26% 22% BaAfen G8£ 
12 B?W>B*sp 
61 % 50 Sane Ow 
23 n%8aKAoa 
26% 20%anco6av 
IS 12% BajxoCentH 
53% 42% BapHnnl 
2? i%BaneT«33 
00% 44% Baxteo he 
55% 40% BankAmrtea 
91 71 Bark Boat 

29% 20% Bar* Bostn 
49% 40% Bk Bnta P 
62% 50%BanhMwV 
50 43% W*AmA 
89% 7GBartfAmB 
79 65% BanAareTr 
30% 22% Bands ACT 
35% 21% Baa {C 15 
33 29% BamasOrp 
50% 40 Barra* gx 

6% 5% aareJd 

10% 4%EW0eMt 
57% 43? Baustnuad 
32% 2GBaxttr 
29% 24% Bay SI Gas 
25 22 Sd Tr 1038 

24% 15% Bow 50m 
50 45% BaaSHA 
24% 20% Baahos 
2S% 19% Bebanan h 


204 7.7 Z7 741 34% 

119 20106 139 8 

120 30 7 360 5% 

140 22 375 uia% 

148 10 83 2387 26 

140 1 7 20 12 23% 
1-24 4.1 16 376 30% 

150 4622 9% 
1-48 56 15166Sii28% 
060 5.1 14 2779 u!2 
TJ34 23 15 3942 54% 
11 153 22 

1.17 5.1 6 54 22% 

186 60 6 151 13 

1-38 3J 10 136 43 

43 5B 1% 
165 1.3 18 306 51% 
1.40 30 1110174 48? 
508 12 3 88 

140 10 11 Z728 24% 
304 13 10 48% 

100 13 10 1783 55% 
IS 80 108 40% 

100 66 12 67% 

112 40 6 20341179% 
000 10102 31 29% 

ISO 26 12 4629 22% 
140 44 31 9 31% 

144 10 17 1173 47% 
120 28 263332 7% 
005 00 209S7B 0% 

188 10 15 284 46% 
100 30 1311360 28% 
1.42 50 15 63 28% 

1JJ 7.1 9 24% 

000 25 81898 24% 
275 50 11 00 49% 

004 29 75 55 22 

036 10 13 71 22% 


34% 3Hj 
7% 7% 
5% 5% 
18% 18% 
25% 25% 


23% 23% 
30% 30% 
8% 9 

3r% 26% 
11 % 11 % 
53% 54% 
20% 20% 
22 % 22 % 
13 U 
42% 42% 
01 % 7 % 

« 

89 09 

24% 24% 
46% 48% 
54% 54% 
49 40% 
67% 67% 
7B 78? 
2»J; 29% 


021% 21% 
31% 31% 

47% 47% 
7 7% 
8% 3% 
45% 46 

<125% 2S% 
28 28% 


23? 24 

48% 49% 
22 22 
22% 22% 


IKHNOUGV THAT WOMB RMm 


Samsung Notebook PC 


S04J36SX/25 MHz 
Removable HDD 
Inter Key Mouse 




BBimcs 


ran « Pf » Bam m 

apn lawEiaet n» » e loot wgti usm Oooto dem 

40% 32% Bemon Dta 006 1.9 12 2075 35% 35 35 -% 

35 26% BaUng Hy 0.64 Z1 34 32 30% 30% 30% 

G0% 48% Bel Arlan 288 4 5 17 2755 59% 58% 59+% 

14? 9% BelhOif 040 2.7 2 117 u14? 14% 14% 

56% 50%Ba*5oom Z7E 40 17 3146 56% 55% 56% 

49% 3B%BB0AHA 056 12 2 42 47% 48% 47% 

27% 19? Bents 050 2.4 19 SS9 21% 20% 21% *% 

53% 54 Banal 40P 400 19 : C% 62% 62% 

77% 6Z% Bawl 280 17 73 579 78% 7S% 76 -% 

26% 18% BeneUon A 042 16 13 54 36 26 38 t% 

1? ie BangueiB a04 3 6 4 29S2 1% I 1% ♦% 

14% 11 Ban Petr ISO 50 36 85 n% n% <1% , 

48%32%GBSBuy 37 4177 46% f * ♦* 

29% 25% Bern a 2. £50 9.4 19 26% 36% 36% 

57% 50% BcManR 500 14 6 53 53 53 +% 

20? 13% Bamrm St 0.40 20 617130 1«% 13% 14% 

62? 44BBBLta 140 2.9 IS 2216 40% 48% 4^; -% 
14% b% BnartyEri 105 9909 10% 10% 10 1 ; *% 

35 15% BttOBft 010 0 3 78 874 33% 32% W 

27% 20% Btraongm S 040 1.B 42 58S 26% 3 3%+% 

22% 16% ftad.8 0 HO 20 34 1315 20|j 20% 

28% 24% Stack H PL 1 78 50 15 239 25% 3% 25% +% 

11 1O%BWm*A0»TaB2 7.9 337 10% 10% 10% 

9% 8% Bckrcltmcx 005 9.4 1993 9 B’fl 9 *S 

10% IOBWtreKT8t« 000 70 * "A 10% 10% "06 

1.12 3.0 22 47a 36% 37% 37% -% 


m TM » Sd am 

I fr ft i-iwt DK » t HXto Kgk taw taw 

4% iSOysaia 008 IB 0122 3% 2% 3% 

31 7* 16% CUC Ml «2«0 30% X% 30% 

19% 14% OikO 1® 5.3216 5 1S% 14% 15% 

64h 53D*I*nfeU0 13) 67 2G7 56% fiB SB 

66? 74% Curran Engh 131 OJ 11 5» BO 79% 79% 

13% i2>->Dmrth 006 7015 T3 13% T3% 13% 

40% 31% Curts Mi 1.W £7 16 21 37 37 37 

nil 7%evwi 100 99 7 GO 10% 10 10% 

11? fl%Cyea«Syi 28 20 7% 7 7 


S3 m PT Sh Obe Plot. 

IMSank Dk K t HDa W low (beta Oom 

36 Gen Mrs E 000 14 14 343 29% ffi? 29% +% 

227.eentttSH 072 Z.1 21 770 34? 34% 34% -% 

43% Gen HI 27 178 30 5 lM% 100% 99? 

2S% Gen PuM 1-70 50 301410103% 33% 33 +% 


100 £7 10 21 37 

100 9 9 7 G8 10% 


1% Banquet B 
14% ii Bwry Petr 
484; 32% Baa Buy 
29% 25% 6am a 2. 
57% S0% BcfflmPI 


28 20 7% . 

15? 0%CypRssSe 33 6191 u16% 15% 16% +% 

36? 22? Cjpnjsh! 0® 3B 8 1575 27% 26% 20? -% 


6? Genasco 
9% GeievaSiI 


43 a +% 
7% 7% -% 


E% 2%Genradhc 
3B»s tt?CenuwP8 


0 is it geo am 

29 25% GiDhP£5 £50 9 8 
26% 25% GrffaAOJA 1.73 &7 
23% 16% Gf^a G8 
E6>2 55 Gfpi Pec 100 26 ■ 

27 24%CroUPF1 1® 61 

26 24% Srpa F*n 109 61 

IQl; 97% &SOP7 9 700 70 

183% 94 CrgoT 72 7.72 70 


14% 8% BmrtyEn 
35 15% BKwaB 


e 31? BXlCXH&H 1.12 3.0 22 4790 36% 37% 37% 
26% 15? BtadUask 0.10 P4 29 3972 25? 25% 15% 


21% 18*2 0PL1W09 1 12 S.4 IS 1019 »% 2D% ffl% 
is izDaMa5an 22 1733 16% 18*2 18% *% 

56 44 Oaa Carp 1 80 AO 2* 8M 55 54 54 -1 

36% 24% ft*B#)«rCo ai2 03 24 2M 35% 35*2 35% -% 

14% 10% Daramind aia 1 2 42 71 14% 14% 14% 

2% ? Doa Dasg 3 563 2? 2% 2% -% 

137j 7% am Gen « £ ,l ^ > , 

?% 3% Dmapctn 5 393 6% 6 6 -% 

7% 5%0h*W8W 033 A2104 8 6% 6% 8% 

es 62% Dapraiiu 1® £4 13 1817 68? 67*2 68 -% 

103 90D»WU.7 7 70 70 2 101% 101% 101% 

D% 6%DeS0ta 014 1.7 13 19 8% 7? 8% +% 


b ID 10% 

Z£ i 

% o.ii an 

2B 025% 25*2 


6*2 7%6k»CI* 
14% 9% BMC WS 
«1 33% Bachs 


92 u8»2 8? 8? 


9 67 13% 13*2 U*2 

0 5971 39% 38% 38% 


100 £6 0 5971 39% 


27% 19*2BO*ass ft® 30 6 S20 30% 20% 

13% 4% BOR 0 4 N 006 04 7 03C3l 14>2 >3% 14% 
17% 9% GardnOmt a72 70123 SC 10 9% 9? 


24% 12% Banin Q)U 1.2« 78 |5 633 16% 1% 16 

29% 14% Bomai KIC a® 4 0 7 9677 15% 14-g 15% 

19*2 16%0aamcef 125 67 21 14 18? 18% 18% 


Boon Ed 8 S.SS 8.7 rIGO 101 101 ICC 


19? 19? 
16% 16% 
34*2 34% 


24% WBowaar a60 30 9 153 20% IBs *5?S -s 

18? 13? mas Fro 0.27 1.6 641 16% 16% 16% +% 

39? 32% ORE Prop 240 7 0 II 567 35 34% 3* -? 

78 46% i 5 1.76 23 15 710 u7o% 77 77% +% 

J72730 Brtrotfta 36 14» u37 36% 

67% 50? Bnsnt U 238 56 16199TS 51'} 51% 51% -? 

51? 40BntAhxy 3® 59 14 1002 51% 51% S1%*1% 

48% 40? Brit Gas £79 5 9 11 1696 47% 47% 47% -% 

50% 42% 5P ACT 198 36 10 60S2 56*4 55% S% -1% 

32 28% BP Pnaftca £38 S3 9 225 23% 28? Z3% 

17% 8?WSfcBl 037 12 « 1331 16’a 16% '6% -% 

67? 57*2 Br Tefecm £43 38 18 284 S1% 63% 03% -1% 

23 21% BrooWyn U 132 40 16 195 27? 27% 27? *» 4 

33? 23? Bnmn Grp 100 4 9 19 124 32;a 33% 32 s +% 


103 9BDytl«7.7 7 70 70 2 101% 101? 101% 

10% 6? DeSC*n 014 1.7 13 19 B% 7? B% 

29% 23% Dean Foods 004 £3 15 1408 27% 26% 27% 

39% 30% DswVfflscv 040 10 13 5279 30% 37? 38% 

9% 8? DaaiWtrG* 072 70 G31 u3% 9% 0% 
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Fken 28 1981 u2*% 20% 20b -% 
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Foremast < 1 D 8 15 118 34 33 34 + 1.08 
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MQ Comm 0® 2317478 28? 27? 27? -? 
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Magma Pwr 10 714 35*2 34% 35*4 ♦% 
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MereaniB 090 11 192 30*’ » 30 -% 
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fATSafl* 17 500 22 21 22 *•? 

M^Bsan 1 cX 1? 1? '■? -? 
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Seagate 7 5358 X? 19*2 19? -% 
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SahetsB 036 0 22 0,% \i ^ 
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Shorewood 11 59 10 9*j 9*-, -% 

OtowtMP 131913 15% 14% 15 

Stem On 9 307 15 14% 15 -% 
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Shorewood 11 59 10 9% 9*n -% 

OiowtMP 131913 15% 14? IS 
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StemTuc 6 XI 4? d3b 3?s -? 
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SlgmaDes 2 730 43 % 4 +% 
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Smnhfio 98 X8 15*4 14% 14% 

SooetyS 030 30 557u30% 10 J 4 20? 
SaftwareP 9 3373 fi? 6 6? -»% 

SoftwareT 674581 12? 12? I2*j -% 

SonoeoPr 054 X 999 22 21% 71? -? 

SlhCalWtr 2*0 13 20 47% 45% 45% 

Sanhca 060 11 463 X 19 % 19% % 
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SJPauBe 040 9 7-96 30 X? 3% -% 
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SOVAB 024 23 1X7 X 26% X? -? 
SdSirenD 31 57 20 19% 19*’ -? 

Sumramai 1 60 5 Go uJ2 x% 31% 
Sumnd B; OS) lo 62* 23 22% 23 

ladroaule 1ti 6si 21 Z3% 23? 
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OddtogsL ai2 16 2309 22% 21 21? *"s UcsmwP 
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& 8 h Brnm 9X5% 47 j 5 ,l g MTjSyl 
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Grad Am 0D2 0 1 73 AAA 
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MiSasuffl 22 5ifi0% M? X? 
MiB«*Gra..i 050 16 63 25% 7S -’6? -% 
Mflo H 052 22 l2S5u;S? 23h 23% 
MMaif 0 47 ? 5 J r, 

IMtaa 11 1K4 18% 17 17% -% 

KstriCD 13 £f 14% 15% 14 

IWtaTel 151 47l5u27% 26? 27% -? 
Madera Ca <020 16 679 9 ? dS% 9 
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GmdWIi 16 480 13% 12% 12? *? 
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Hanflng A 15 97 7 *% 6*: -*4 

Hartevyri 056 15 240 3% 3 26% *b 

(taper Gp k 020105 337 14% 14% 14% *% 

HBOS Co 030 321872 34? 32b 33 -1? 

KeattVta 18 3463 17% 17 17? *? 

HeaUia? 0-06 13 15 8b 8 8% -% 

Heanhdjm n 283 6b 6? 6? -% 

HeanhW 10 94 6*’ 6 6?+? 

Heaunger 0.16 15 772 10? 9? 10? +? 

HeeHnCan ID B5 27% 26% Mb 
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Hogan Sys 015 25 730 9? 9% 9b -? 
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Horne Bern a7B 9 141 26 25% 25% 
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Home Wet 072 15 337 15(114% 14% *% 

Hmesryflut 1 336 2?g 2? 2}i -, 1 . 

Han tads 040 23 104 58% 27% 28? +? 

Komoeck 351994 18 ? 17? 7B? -’4 

Horse hfles 030 14 M 5*a 5 5? ♦? 

Hun JB x 020 22 879 24% 23b 23% -? 

HunwErn 2 836 ? \ ? 

Huntmgm 080 121344 5? X? 25? 
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HutnTech B 1276 23b 22% 23 -% 
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WhS t 0L24 7 241 17 16% 16*2 
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Uni bo 2 BS9 7% 6b 7? **0 
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Profit-taking brings 
Dow back from high 


Wall Street 


EQUITIES fell from their 
record highs in spite of fresh 
declines in long-term interest 
rates, unite s Patrick Harverson 
in New York. 

At l pm, the Dow Jones 
Industrial Average was down 
7.27 at 3,568.81. The more 
broadly based Standard & 
Poor's 500 was i_2l lower at 
449.51, while the Amex compos- 
ite was down 0.20 at 438.60, and 
the Nasdaq composite down 
1.86 at 716.63. 

NYSE volume was 157m 
shares by 1 pm. After Monday's 
record-breaking run. some 
investors chose to take profits 
on recent gains. The fall in 
prices, however, also reflected 
a still uncertain mood. 

Monday’s advance was pow- 
ered primarily by falling inter- 
est rates, and although rates 
continued to drop yesterday - 
the yield on the benchmark 30- 
year bond dropped to 6.45 per 
cent, the lowest point in the 
bond's history - stocks did not 
respond. Instead, selling pres- 
sure polled prices lower across 
the board. 

Each time stocks have 
posted new record highs this 


year, they have fallen back 
almost immediately. The lack 
of follow-through was evident 
again yesterday, suggesting 
that investors remain nervous 
about the fact that prices keep 
reaching new heights in spite 
of relatively poor economic 
fundamentals. 

Among individual stocks. 
Procter & Gamble fell $1% to 
S46Vi in volume of 1m shares 
after the big consumer prod- 
ucts manufacturer announced 
a fourth quarter loss of $1.83 a 
share, compared with a profit 
of 46 cents a share a year ago. 
The loss followed a $1.5bn 
charge for the cost of plant 
consolidations and other 
organisational restructuring. 

Some big retailing stocks fell 
on disappointing earnings. 
Among them were Wal-Mart, 
down $Va at $25 in heavy trad- 
ing, Dillard Department Stores, 
down $2% at $3514, and The 
Limited, $'/< lower at $21 ft. 

Eastman Kodak continued to 
rally as investors looked for- 
ward to an improvement in the 
company's earnings following 
the departure last week of its 
chairman, Mr Kay Whitmore. 
The shares added another $% 
at $60% in heavy trading. 

Tandy feU $l‘/« to $28*/. after 


Chile’s traders adjust to 
less exhilarating events 

David Pilling on the equity slowdown in Santiago 


T he heady days of 1991, 
when the Santiago stock 
exchange leapt by 124 
per cent in dollar terms, are 
long past. 

Chile's traders are adjusting 
to less exhilarating rates of 
return as the export-dominated 
economy, which expanded by 
102 per cent last year, adapts 
to more difficult worldwide 
trading conditions. 

However, excitement is not 
totally absent In June, after a 
sluggish three months domi- 
nated by worries over the fell- 
ing price of copper, cellulose 
and fish meal, the IPSA index 
of the 40 most heavily traded 
shares rebounded by around 
10 per cent in dollar 
terms. 

The rally, according to Mr 
James Walker, head of 
research at Celfin Consultants, 
was prompted by the recovery 
in the copper price, the coun- 
try’s main export, as well as 
signs that the domestic econ- 
omy, which had been in danger 
of overheating, was beginning 
to cool. Mr Walker expects 
GDP to grow by a relatively 
modest 6 per cent this year. 

In July the equity market 
had mixed and ultimately mar- 
ginal fortunes, with the IPSA 
40 gaining neatly 1 per cent to 
close the month at 114.62. The 
month was dominated by 
uncertainty over fortbcoming 
first-half results, and a lack or 
liquidity in financial markets 
which pushed up short-term 
interest rates. 

In the event, most company 
results were significantly down 
on the same period last year, 
but many fared better than in 
the first quarter of 1993. 

CTC, the telecommunica- 
tions group, and Chile's biggest 
quoted company with an 
equity market capitalisation of 
around $3bn, bucked the down- 
ward trend by registering a 
strong growth in profits, as did 
Soquimich, the mining com- 


pany, which saw profits rise 86 
per cent to $13-2m after last 
year's restructuring. The bev- 
erage industry also did well as 
it responded to growing local 
demand. 

A return to liquidity in the 
system in August and a feeling 
that results had not been as 
bad as expected contributed to 
a 4 per cent rise in the first 

Chile 
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week of trading. The IPSA 
index at one stage touched 
11&84, its highest level of the 
year, closing on Monday at 
llS^L Cervezas, the brewing 
group, and Entel the telephone 
company, were among the 
highest risers. 

Most analysts remain opti- 
mistic about the prospects of 
the big four electricity groups 
in spite of heavily-dented first- 
half profits. The country's elec- 
tricity generators and suppli- 
ers, among the largest compa- 
nies on the Santiago bo Isa with 
equity capitalisations of up to 
$2Vibn, have big stakes in 
Argentina’s newly privatised 
electricity industry. Analysts 
expect these Investments to 
begin to show profits from 
early next year. 

The banking sector looks 
more uncertain. A bill aimed at 
resolving the subordinated 
debt issue, which has dogged 


banks since the central bank 
took over their bad debts in 
the early 1980s, is expected to 
go before congress this month. 
Some banks have expressed 
unease over government pro- 
posals, but most analysts, 
including researchers at Salo- 
mon Brothers, feel that the 
banks should benefit from a 
resolution or file issue. 

The same uncertainty has 
been felt over capital markets 
reform, which aims to broaden 
the Investment options of insti- 
tutions, particularly the power- 
ful pension funds or APPs. Mr 
Karl Kluever. manager of 
Vestcorp Chile, the stockbro- 
ker, says that institutions are 
adopting a “wait and see 
attitude". 

Although much of the effects 
of the reform, which should 
come into effect over the next 
Tew months, are already 
reflected in share prices, there 
is expected to be some realign- 
ment of portfolios as the AFPs 
buy into second-tier stocks. 
Institutions are currently 
restricted to blue-chip 
companies. 

Most traders believe that the 
Santiago bo Isa, though less 
spectacular than some other 
Latin American markets, nota- 
bly Peru, is likely to remain a 
fairly safe bet Interest rates 
seem set to come down as 
inflationary pressures ease, 
while big Chilean companies, 
like Soquimich, are still queue- 
ing up to make ADR issues. 

R esearchers at First Bos- 
ton believe that the 
two trends should com- 
bine to produce “good upside 
potential in the medium to 
long term". 

Mr Kluever predicts that the 
bo Isa will yield a real return of 
around 14-16 per cent by the 
end of the year, an assessment 
which is more or less in line 
with that of most other 
analysts. 


Ferruzzi plans weigh upon Italian banks 


the computer company 
announced a sharp drop in 
quarterly operating earnings. 

On the Nasdaq market. ScL- 
tes dropped $174 to $2554 on 
news of second quarter earn- 
ings of 52 cents a share, down 
from 75 cents a share a year 
earlier. 

Other stocks received a boost 
from strong second quarter 
results, including Huntco, up 
$2% to $19%, Teva Pharmaceu- 
tical, up $1% to $26, and Meri- 
sel, by $1% to $11%. 

Profit-taking took the edge 
off leading technology stocks, 
with Apple down $1% at $28%, 
Microsoft $1% lower at $71%, 
and Sun Microsystems $% 
lower at $27%. 

Canada 

TORONTO continued to 
advance in quiet midday trad- 
ing in spite of further declines 
in gold stocks. 

The TSE 300 Composite 
Index was up 8.7 to 4,010.9 in 
volume of 32.76m shares. 
Advances led declines by 314 to 
265. with 259 unchanged. 

Ail indices were up except 
transportation, consumer prod- 
ucts and gold; the latter fell 
146.58 to 9,156.36. 


SENIOR bourses remained 
active, writes Our Markets 
Staff. 

MILAN turned its attention 
back to FerruzxL The troubled 
group posted losses for the first 
five months of the year which 
were more than double earlier 
estimates as the Comit index 
eased 154 to 588.77. 

Ferruzzi and Montedison 
were suspended ahead of a 
meeting of the Ferruzzi board, 
which said it was cutting its 
issued share capital to L205tm 
from Ll,370bn and slashing the 
nominal value of its shares to 
L5 from LI, oca The Montedi- 
son board meets today. 

The group's creditor banks 
were marked lower. Medio- 
banca. which leads the group 
of seven banks preparing a res- 
cue plan, lost L505 or 3 per 
cent to 16,319. Credito Italiano 
shed L90 to L2.645, BCI fell 
L227 to L5.150 and San Paolo 
declined L243 to I&817. 

Fiat rose L99 to L7.009 In vol- 
ume which picked up to almost 
125m shares, as long-standing 
rumours resurfaced of an inter- 
national sale or alliance. 

Among telecommunications 
issues, italcable continued its 
climb, adding L423 to L9.569 in 
volume of ll.8m shares in 
response to the planned 
meager with S ip. 

FRANKFURT saw a sharp 


ASIA PACIFIC 


about-turn in financials, but 
there were some useful gains 
elsewhere as the DAX index 
eased 7.14 to U365.16. Turnover 
rose from DM7.5bn to DMB-Sbn. 

Bundesbank repo market 
action was seen as an attempt 
to stabilise money market 
rates after their recent sharp 
declines. Allianz fell DM35 to 
DM2,384, Commerzbank by 
DM7.70 to DM322 and Deutsche 
Bank by DM8.90 to DM773; 
Dresdner, which produced bet- 
ter than expected half-year 
results, fell by DM9 to 
DM410.50. 

Ms Barbara Altnuum at B 
Metzler In Frankfurt said that, 
while buyers were more cau- 
tious, the DAX had three tries 
at breaking through the 1,880 
level yesterday, balking at an 
intra-day high of 1,879/18. 

Good news Included encour- 
aging sales for Daimler’s new 
Mercedes C range, but 
although the stock led the 
most actives list, it closed just 
DM1.50 higher at DM686. Auto- 
related stocks like MAN, DMZ4 
better at DM326, and Varta, 
DM1250 higher at DM320, pro- 
duced the big gains in the sec- 
tor, while Volkswagen fell 
again, by DM3.70 to DM367.50. 

PARIS was more resilient 
than its German neighbour 
although here, too, there was a 
suggestion that buyers were 
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waiting for lower prices. In the 
end. some dealers felt that they 
could not wait and the CAC-40 
index fashioned an afternoon 
recovery to close 226 higher at 
2139.78 after felling by nearly 
15 points during the session. 

Turnover rose from 
FFr3.1 7b n to FFr3. 44bn. For- 
eign interest remained, and 
Michelin seemed to benefit 
from an outperform rating 
from Lehman Brothers in New 
York as it rose another FFr210 
to FPrlSL50. 

As In Frankfurt, motor 
industry sentiment was mixed. 
Peugeot closed unchanged at 
FFr687 before after-hours news 
of an 11.6 per cent drop in first 
half sales. Elsewhere, Laferge- 
Coppee fell FFr5.60 to 
FFr450.40 on profit-taking 

ZURICH was dragged lower 
by futures related hedging, and 
renewed profit-taking in banks 
ahead of half-year figures 


which begin with UBS tomor- 
row. The SMI Index fell 3&0 or 
L5 per cent to 2384J5. 

Some Swiss brokers have 
forecast profits growth from 
the banks of 40-50 per cent but 
London analysts are more cau- 
tious. They are looking for 
rises in the 20 to 30 per cent 
range which, while healthy, 
would still prove a disappoint- 
ment to some investors. 

UBS fell SFr29 to SFr 1,132 
and SBC was SFrl3 lower at 
SFr458. 

AMSTERDAM continued its 
advance, the CBS Tendency 
index rising 0.7 to 124.60 amid 
widespread short-covering fay 
. profes s ional s who bad shorted 
cyclical stocks in the false 
expectation that they were 
about to faB from recent highs. 

Fokker. the aerospace group, 
added 50 cents at FI 20.90 
before announcing a first-half 
net loss after hours. Philips fin- 


ished FI 1 higher at a year 
high of FI 3650. and its Poly- 
Gram affiliate rose FI 1.90 to a 
12-month of FI 61.40 after 
its better than expected half 
year figures and acquisition of 
Motown. 

MADRID’S volume stayed 
thin, although it rose from 
Pial05hn to PtalZfflm as the 
general jpde* closed 0.71 
higher at 271.63. Banesto rose 
PtaTO to Pta2J330 as it com- 
pleted the second stage of a 
massive, three-tier funding 
operation. 

BRUSSELS saw more volatil- 
ity in steels, Arbed erasing 
Monday's advance with a 
BFr260, or 6.1 per cent, fell to 
BFr4,015. The Bel-20 index 
eased A28 to 1,338.86. 

STOCKHOLM took profits 
after its recent rally and the 
Affersvarlden index dipped 10.9 
to 1247. L SKF B shares slipped 
SKr4 to SKrll2; the company is 
expected to lead a string of 
earnings reports with a 
sharply higher loss today. 

New highs came in DUBLIN 
and VIENNA, the former more 
spectacular as the ISEQ overall 
index closed 26-35, or 1.5 per 
cent higher at 1.74&39 with a 

20 pm* gain in fin^nriiils 

in further appreciation of Mon- 
day’s AIB results. Austria’s 
ATX index dosed 4.67 higher 
at 1,009.70. 


Obon holiday season takes its toll of Nikkei 


Tokyo 


ARBITRAGE activity domi- 
nated trading, with most inves- 
tors absent for the Obon holi- 
day period, and share prices 
closed almost unchanged. 
writes Emiko Terozono in 
Tokyo. 

The Nikkei average rose by 
just 0.70 to 20,493.75. Initial 
optimism about economic stim- 
uli from the new government 
produced a day's high of 
20.655.27, but a fell in the 
futures market depressed the 
index to a day’s low of 20,476^5 
in late afternoon. 

Volume rose to 280m shares 
from 187m. Advances led 
declines by 524 to 415 with 215 
unchanged, the Topix index of 
all first section stocks ended 
2.21 higher at 1,661.22 and, in 
London, the ISE/Nikkei 50 
index rose 2.66 to 1,267.45. 

Afternoon trading concen- 
trated on a press conference 
given by Mr Morihiro Hoso- 
kawa, the new prime minister. 
Futures traders were discour- 
aged by Mr Hosokawa's cau- 
tious stance on income tax 
cuts and the issue of govern- 
ment bonds to cover a budget 
deficit 

However, specific sectors 
were bought on Monday’s com- 
ments by individual ministers 
after their inauguration. Mr 
Koto Igarashi, the construction 
minister, hoped for housing tax 
cuts, while Mr Hiroshi Kuma- 
gai, the minister for industry 
and trade, indicated support 
for "new" infrastructure 
projects centred around 
telecommunications . 

Housing and real estate com- 
panies gained ground. SxL, a 
home builder, rose Y50 to 
Yl.470, Sekisui House gained 

SOUTH AFRICA 

Nervousness about the outlook 
for bullion prices took over 
after a confident start ran out 
of steam. The gold index added 
9 to 1,875 after an early 1,895, 
industrials edged 9 lower to 
4,571 and the overall index 
rose 1 to 4,042 
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Y20 to Y1.310 and Mitsui 
Fudosan rose Y20 to Y1.330. 

Nippon Telegraph and Tele- 
phone rose Y 19,000 to Y946.000 
In active trading. KDD 
advanced Y300 to Y12.800 
ahead of the listing of DDL a 
new telecoms company. 

Nikko Securities rose Y30 to 
Y1.220 on the restructuring 
theme, although other brokers 
remained mixed. City banks 
were lower on profit-taking, 
with Industrial Bank of Japan 
down Y10 to Y3.390 and Bank 
of Tokyo felling Y20 to Yi.760. 

Warehousing groups were 
higher on hopes that the new 
government's efforts to spur 
domestic demand would 
support profits. Mitsubishi 
Warehouse and Transportation 
rose Y1Q to Yl. 670 and Mitsui 


Soko advanced Y15 to Y924. 

In Osaka, the OSE average 
closed up 104.16 at 22,45222 in 
volume of 14m shares. Murata 
Mfg rose Y30 to Y3.180 on buy- 
ing by foreign investors. 

Roundup 

SOME strong performances 
were seen in the Pacific Rim 
region. 

SINGAPORE climbed after 
its holiday as the government 
announced that the economy 
had grown at an unexpectedly 
strong 10JL per cent in the sec- 
ond quarter. 

The Straits Times Industrial 
Index rose 27.59 to 1A98A4, but 
profit-taking left it unable to 
maintain a record intra-day 
high of 291224. 


AUSTRALIA advanced as 
the shine returned to golds and 
the AH Ordinaries index closed 
up 16.1 at L880A 
The gold marker gained 99. 2, 
or 4.6 per cent, to2J247& North 
Flinders Mines was 90 cents 
higher at A$13.6Q. 

SEOUL saw a technical 
rebound in response to three 
consecutive days of losses, 
aided by a buying spree in con- 
struction issues on hopes that 
the government would decide 
today to boost infrastructure 
investment The composite 
index rose 9B5 to 719.44. 

MANILA was driven higher 
by heavy buying of PLDT and 
the newly-listed JG Summit 
which spilled over into other 
stocks, and the composite 
index rose 18.40 to 1,734.19. 


A $1 overnight rise in PLDT 
to $41 on Wall Street fuelled 
local buying and the price rose 
by 10 pesos to 1,095 pesos. Sum- 
mit closed at 6.40 pesos, up 
from the previous 6 pesos. 

HONG KONG'S property sec- 
tor was hit by rumours that 
Hang Seng Bank might be 
about to tighten mortgage 
lending and the Hang Seng 
index, down almost 100 points 
at one stage, finished 52.41 
lower at 7,329.81. 

Cheung Kong shed 40 cents 
to HK$27.60, Hongkong Land 
lost 30 cents to HKS1&30 and 
Sun Hong Kai Properties fall 50 
cents to HK$3&25. 

JAKARTA felt the benefit of 
more good half-year corporate 
results and the official index 
rose 5.30 to 369.83. 



When MPE takes a seat on the board, we 
do not take over the reins as well. When 
you deal with MPE you are talking to people 
with extensive experience in commerce and 
industry who know what to look for when 
assessing opportunities and entering into 
ongoing business partnerships. That means, 
whatever the transaction; Development 
Capital, Acquisition Finance, Management 
Buy-Out, Management Buy-In, 
Restructuring or Share 


Purchase; whether large or. small; 
MPE will respond irmovatively and 
quickly to support the deal. With- links’ to 
Midland Bank and affiliates throughout 
Europe, MPE has the capability and 
experience of leading, arranging and 
under-writing transactions. . .. 

For further information call Ian Forrest on 
071 260 9783 or write to him at 
ONTAGU 10 Lower Thames Street, 
RTVATR London EC3R 6AE . 
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